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FT Weekend tomorrow 
Where lies the truth? 
Reality is being abused 
as fact and fiction merge 


WPP’s Martin Sorrell 
I’m not successful. There’s 
so much more I could do’ 
Interview, Page 8 
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; ,h Hardliners sentence 
Tehran mayor to 
five years in jail 

£ j: Qhotamhosseln KarbaschJ, the 
sr-g popuiw mayor of Tehran, was sen- 
tenced to five years in jail on 
charges of embezzlement The 
' pofftfcally charged trial, begin six 

.. weeks ago and watched on tetevi- 
' s’ sion by vest audiences, has been 
; widely interpreted by Iranian pubDc 
opinion as an attempt by Islamist 
'V hardliners to cilp the wings of 

• reformists wound President 
Moha m mad Khatami. Page 16; 

— .5 j Edttorial Comment, Page 15 

_ . ^ Gonzalez's future In doidit 
. ^ The international political future of 
Felipe Gonz&az, the former Span- 
. ish prime minister, was put In 
■ dcxirt after reports emerged that 
‘ . two officiate who served under him 

;.' w had been sentenced to 13 years In 
_ ' s : jail for their part In a “dirty war" 

'■-5 against Eta. Page 2 

- IK backs deal to dean up ocean 

. ' Britton agreed to remove aU steel 
ofl rigs from the sea aid to cut 
- radioactive discharges from 
. ?| nuclear reprocessing plants to 
/ ctoee to zero as part of a landmark 
European agreement on protecting 
» ..." the North Atlantic. Page 2 

i- Lockerbie suspects ‘accept ptan* 

The two Libyans accused of the 
Lookerbto bombing would accept a 
-. US told British proposal of a trial in 
The Hague under Scottish law if 
\ the ooncfitions under which it was 
held were fair. Page 6 

' Banknote copying waning 
Colour photocopiers should be fit- 
ted with electronic devices that 
prevent the copying of banknotes, 
according to the European central 
bank. Page 3 

- Chechen leader escapes car bomb 

President Aslan Maskhadov, leader 
of Russia's breakaway Chechnya 
region, escaped with slight m/uries 
after a car bomb exploded near his 
motorcade. Page 2 

— Bosnian brothers to be released 
Nato peacekeepers will return .two 
Bosnian Serb brothers arrested by 
mistake as war crimes suspects. 

The two men were believed to 
have been Predrag BanovJc and 

- hte twin brother Nenad who have 

• been accused of torturing Muslim 
inmates at Keraterm prison camp 

... In 1992. 

Scheme to help poor buy homes 
The Ford Foundation announced a 
— • $50m grant to help low-income 
famffles In the US buy their own 
houses,, under a commercially 
backed mortgage finance scheme 
that b expected to provide $2 bn in 
affordable mortgages over the next 
live years. Page 5 

Colombia jobless at record high 
Unemployment in Colombia has 
reached a record level since mea- 
suring techniques were standar- 
dised 22 years ago, and now ranks 
among the highest in Latin Amer- 
ica, page 5 

C an w Ban taflans to land deal 

British Columbia and a native 
Indian group have agreed a prece- 
dent-setting lend treaty under 

— which the group will gain owner- 
ship of about 2,000 sq km In 
axch an ge tor surrendering aH future 

! (and dtoms. Page 5 

US vote to tan internet gambling 

The US Senate voted to ban most 
forms of gambling on the internet 
in an attempt to block the rapid 

growth of unregulated casinos and 
sports-betting syndicates. Page 5 

Mount Etna threatens to erupt 
Ash belching out Of Mount Etna 
closed down Catania airport In 
SicHy as the volcano sent up 
plumes of smoke six miles high. 


BUSINESS NEWS 


ICI shares in 15% 
fall after warning 
of lower profits 

imperial Chemical industries, 
largest UK-based chemicals group, 
issued a profits warning, triggering 
a near 15 per cent fall In Its shares. 
Page 22; Lex, Page 16 

Royal Dutcb/SheB. Angto-Outch 08 
group, and Occidental of the US 
completed a Si bn global asset 
swap, the biggest such transaction 
yet seen in the international o9 
Industry. Page 17; Lasmo to sen 
Colombian assets, Page 22 

Hitachi Asia, Singapore-based arm 
of the Japanese electronics group, 
plans to raise $800m in a corpo- 
rate bold issue aimed at European 
and Aslan investors. Page 17 

Philips, Europe’s largest consumer 
electronics group, produced a fur- 
ther earnings improvement despite 
economic woes in Asia and a fur- 
ther erosion to prices for its prod- 
ucts. Page 18 

Daimler-Benz of Germany and 
Chrysler of the US had their 
planned merger deered by the 
European Commission. Page 18 

BMW, German carmaker. reported 
interim net profits 17 per cent 
ahead at DM51 1m ($282m), but its 
shares fed over fears about the 
health of Rover, its UK subsidiary. 
Page 17 

PBMngton, UK-based gtasemaker, 
warned that profits from PfWrtgton 
Libbey Owens Ford, its US auto- 
glass subsidiary, wo lid be hit by a 
strike at General Motors. Page 22 

Autoliv, Swedish- US automotive 
components group, reported a 4 
per cent rise in second-quarter 
profits to $84 .3m. Page 18 

Venezuela's privatisation 
programme suffered a severe bkw 
when the sale of its aluminium 
complex fell through for the sec- 
ond time to four months. Page 17 

Banco Bflbao Vizcaya, Spain’s 
larg est ban king group by market 
capitaftsation, denied market 
rumours that it planned to merge 
with the rival Banco Santander. 
Page IB 

ABB, International electrical 
engineering conglomerate, reported 
a 13 per cent rise In net Income to 
$838m, helped by tower interest 
charges and taxes. Page-18 

ASM Lithography shares faB more 
than 11 par cent as the Dutch pro- 
ducer of semiconductor manufac- 
turing equipment reported a fall in 
orders. Page 18 

Tela, state-owned Swedish 
telecommunications operator, sold 
370 commeroiai properties for 
SKr5.1bn ($640m). H was the 
country's largest real estate dis- 
posal. Page 18 

MG Barings, Dutch owned 
investment bank, named David 
Robins, former head of Union Bank 
of Switzerland In the UK. as its 
chief executive. Page 18 

United Video Sateffite Group of the 
US withdrew Its hostile $2.8bn bid 
far Gemstar, a developer of inter- 
active television technology. 

Page 21 

Heray Anstadur, century-old 
London merchant bank. Is to be 
reduced to a brand name for pri- 
vate banking and offshore asset 
management Page 7 
• 

Last on French tfefenc* 

Is fills privatisation 
or nationalisation? ,• • 

PagslB ; 
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BAe and Dasa discuss merger 


By Atoxander MooB and Hals 
Sfmotdanin Lmxton 
and David Owen to Paris 

British Aerospace and 
Daimler-Benz Aerospace of Ger- 
many have been discussing a 
merger that would be the biggest 
move so far to restructure 
Europe's overcrowded defence 
industry, it emerged yesterday. 

The French government’s deci- 
sion to privatise Aerospatiale, 
announced on Wednesday, is 
thought to have been Influenced 
by the possibility that BAe and 
Dasa might proceed with a deal 
that would exclude France. 

BAe and Dasa yesterday 


Aerospace groups move on European defence shake-up 


declined to comment on their 
talks. People close to both sides 
confirmed that discussions had 
been going on between the Brit- 
ish and German companies and 
that their relationship was 
becoming increasingly dose. 

However, it was believed that 
. there were still important issues 
to be resolved before an agree- 
ment could be struck. Hie com- 
panies would almost certainly 
now wait to see how the French 
privatisation progressed before 
deciding to proceed with their 
own bilateral deal, analysts said. 

Under pressure from their gov- 


ernments, BAe, Dasa and Aeros- 
patiale have been working on a 
blueprint for a pan-European 
aerospace and defence company 
that would rationalise the 
Industry. 

French state ownership of 
Aerospatiale has been the biggest 
stumbling block, with BAe and 
Dasa refusing to proceed unless 
it was privatised. 

Executives of both companies 
have made clear they are anxious 
for France to play a full part In 
the industry restructuring. 

BAe and Dasa, as well as the 
British government, yesterday 


welcomed the news from Paris. 
In an attempt to secure French 
participation. Jttrgen Schrempp, 
Daimler-Benz chairman, met 
Dominique Strauss- Kahn. French 
finance minister, last week. The 
meeting coincided with a sepa- 
rate get-together between Man- 
fled Bischoff, Dasa's chief execu- 
tive. and Alain Richard. French 
defence minister. 

At both meetings, the German 
side underlined the need for con- 
solidation among European aero- 
space and defence companies and 
the desirability of French partici- 
pation in the process. 


However, industry analysts did 
not rule out BAe and Dasa pro- 
ceeding If the deal to merge 
Aerospatiale with the defence 
interests of Lagardtore, the pri- 
vate sector defence and publish- 
ing company, did not proceed as 
quickly as Paris intended. It aims 
to complete the transaction by 
the end of the year. 

In London. Lionel Jospin, the 
French prime minister, said the 
UK and France should play their 
part In “the construction of a 
great European aeronautics and 
space industry”. 

Francs titties bullet, Page 15 
Lex, Page 16 
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Five firms link to 
create biggest legal 
practice in Europe 


US vice-president Al Gore, to Ukraine for hSatoral co-operation tafts, views from a helicopter the Chernobyl nuclear 
reactor, scene of the woritfs worst dvS nuclear efisaster in 1388 Pctue: Reuters 

Boeing’s stock plunges 13% 


By Cftristopbar pates 
to Los Angelas 

Boeing stock plunged 13 per cent 
yesterday morning after the 
world's largest aerospace group 
revealed an unexpectedly sharp 
drop in second-quarter profits 

and predicted earnin gs fnr this 

year and next would be well 
short of Wall Street’s targets. 

Sales rose 9 per cent to $13.4bh 
in the three months to the end of 
June, but earnings per share toll 
46 per cent to 26 cents as the 
impact of Asia’s economic trou- 
bles and price competition from 
Europe's Airbus Industrie com- 
pounded the effects of the compa- 
ny's year-old production crisis. 
Attempting to shore up its execu- 
tives' credibility, the board 

announced a set Crf financial and 

management targets intended to 
Increase net return on sales to 7 
per cent from less than 2 per cent 
this year and less than 4 per cent 
in 1999. Planned cost savings 
Include a further reduction of 
'8,01)0 jobs in addition to the 
20,000-plus planned far next year. 
Despite concentrated efforts to 


keep securities analysts up to 
date with detailed monthly prog- 
ress reports, and recent indica- 
tions that the corner had been 
turned, profits were 20 per cent 
below the 33 cents analysts had 
forecast 

Boeing blamed the decline on 
lower margins, a $78m charge to 
cover the cost of scrapping the 
MD-11 airliner programme which 
came with last year’s purchase of 
McDonnell Douglas, and the 
costs stemming from the late 
delivery of the new-generation 
737 commercial jet 

In a further attempt to keep 
expectations under control, the 
company broke with tradition 
and published profit targets - 
51 bn for this year and S2bn for 
1999 - again disappointing inves- 
tors. The official net income esti- 
mates, equivalent to earnings per 
share of about SI and $2 in 1999, 
compared weakly with Wall 
Street’s average expectations of 
$1.60 and $3^4. 

By mid-morning Boeing stock 
had fallen 56% to as Inves- 
tors digested the results and 
news that Singapore Airlines had 


deferred for two years deliveries 
of nine Boeing and two Airbus 
airliners. The stock market's 
mood may also have been 
affected by the cautious tone of 
yesterday's official statement, 
which was sprinkled with warn- 
ings suggesting the crisis In Boe- 
ing’s factories, which led to pro- 
duction lines being closed last 
autumn, Is far from over. 

The company is working to 
raise the monthly output of its 
new-model 737s by 50 per cent to 
21 aircraft which Phil Condit. 
chairman said was fraught with 
“significant performance risks". 

Boeing also hinted the toll the 
Asian crisis has taken on demand 
for 747 Jumbo jets, its most prof- 
itable aircraft, might increase. 

Lex, Page 16 


By Robert Rice, 

Legal Correspondent 

Five of Europe's leading 
commercial law firms yesterday 
joined forces to create Europe's 
largest international legal prac- 
tice and the second largest in the 
world. 

The move by Linklaters, the 
UK international law firm and 
the German. Dutch. Belgian and 
Swedish members of the Alliance 
of European Lawyers, is a signifi- 
cant step in the consolidation of 
the European legal services 
industry. They hope it will lead 
to a full merger after two years. 

With more than 1.900 lawyers 
working from 28 offices in 16 
countries around the globe, the 
new alliance, which the firms 
themselves call an “international 
firm”, will be second only to 
Baker & McKenzie of the US. 
which employs 2£25 lawyers. 

By combining at the interna- 
tional level, the European firms 
aim to capitalise on opportunities 
offered by the globalisation of 
business and the expected 
upsurge in cross-border activity 
triggered by European economic 
and monetary union, which 
begins on January 1, 1999. 

Linklaters has fallen behind its 
rivals in recent years as clients, 
particularly the European and US 
investment banks, started to 
demand a fully co-ordinated ser- 
vice from a single law firm on big 
multi-national deals. 

“We've been at a disadvantage 
in not providing that approach," 


The world’s biggest tow firms 
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said Charles Allen -Jones, Link- 
laters’ senior partner. 

US law firms have won the 
lion’s share of legal work on 
recent cross-border deals, includ- 
ing the merger between Daimler- 
Benz and Chrysler, handled by 
Shearman & Sterling of the US. 

But the creation of the new 
international practice, to be 
known as Linklaters & Alliance, 
takes the UK law firm only part 
way towards its goal of establish- 
ing a pan-European law practice. 

The alliance will include Link- 
laters, De Bandt van Hecke & 
Lagae of Belgium, De Brauw 
Blackstone Westbrook, a Dutch 
firm. LagerlOf & Leman of Swe- 
den, and Germany’s Oppenhoff & 
RSdler. 

The joint chairmen of Link- 
laters & Alliance will be Mr 
Allen-Jones and Michael Oppen- 
hoff, senior partner of Oppenhoff 
& RSdler. The new alliance will 
start operating on November 1. 

Change of ptan, Page 2 
Lex, Page 16 


UK rules against 
web brand pirates 


By John Mason, 

Law Cototo Correspondent 

The UK courts yesterday acted to 
protect companies from internet 
“pirates” who register famous 
brand names as world wide web 
“domain” names and then try to 
seffiham on for a profit 

The Court of Appeal ruled the 
practice of appropriating corpo- 
rate. brand names without con- 
sent and then dealing in them 
amounted to 'mlawfol trademark 
Infringement and “passing off". 

The ruling is seen as a substan- 
tial enhancement of worldwide 
internet regulation, ft brings UK 
law into line with that in the US 
where the courts have previously 
ruled such practices amount to 
Illegal trademark dllntlon. 

. Although the US and UK are 
the only countries to. have 
adopted this position bo far, 
trademark lawyers believe the 
ruling will help create global con- 
sistency on the issue. 

Richard Fanfold, of Lon don tew 
firm Harbottle & Lewis which 
acted for Virgin Enterprises, one 
of the companies involved, said: 
“We should now start getting a 


common theme to how countries 
approach this problem." 

He said the judgment may also 
prove useful In attacking similar 
activities, such as registering 
famous brands as company 
names and the grabbing of 
valuable “vanity” telephone 
numbers. 

The case was brought by a 
number of leading UK compa- 
nies, including British Telecom, 
J. Samsbury, Marks & Spencer, 
lAdbroke and Virgin. They had 
complained about the use of their 
brand names by a two-man com- 
pany called One in a Million 
which bad registered “domain" 
names, such as “marksandspen- 
cer-conT, on the Internet. 

The company then tried to deal 
tn the registered names. In a pre- 
vious case, it registered the name 
“burgerking.co.uk" and then 
offered it to the hamburger chain 
for £25,000. The two directors of 
One-in-a-Million claimed they 
were doing nothing wrong: They 
argued their business was similar 
to dealing in car registration 
numbers or buying blocking plots 
of land to sell on to property 
developers. 
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UK backs deal to clean up North Atlantic 


NEWS DIGEST 


4 


TURKEY 


By Peter Wse fa Lisbon 


Britain agreed yesterday to 
remove all steel oQ rigs from 
the sea and to cut radio- 
active discharges from 
nuclear reprocessing plants 
to dose to zero as part of a 
landmark European agree- 
ment on protecting the 
North Atlantic. 

But the UK ofl and gas 
Industry said the agreement 
on offshore platforms, part 
of a new strategy Bor protect- 
ing the North-East Atlantic, 
was based on “political expe- 


diency rather than on hard 
facts*. It estimates the cost 
of removing all 475 struc- 
tures from the North Sea at 
GQbn. 

Other EU governments 
and environment groups, 
which have been pressing 
Britain to drop resistance to 
a total ban on sea dumping, 
welcomed the decision as an 
historic breakthrough for 
preventing maritime pollu- 
tion. 

Greenpeace, whose cam- 
paigning forced Shell to 
abandon plans to dump the 


Brent Spar oil rig at sea in 
1995, said the decision by 
European environment min- 
isters meeting in Portugal 
was a landmark victory. 

‘This virtually guarantees 
that no disused steel struc- 
tures will be left in the 
North Sea.” said a Green- 
peace spokesman 

■ "It also signals the begin- 
ning of the end of the 
nuclear reprocessing indus- 
try in Britain and France.'’ 

The agreement by the Oslo 
Paris Commission (OSPAR) 
for protecting the North 


Atlantic, unanimously 
adopted yesterday by 15 
countries, prohibits - all 
■ dumping of steel installa- 
tions at sea. 

Exemptions could be 
made, on a case-by-case 
basis, for the foundations, 
known as "footings", of up 
to 41 rigs weighing more 
than 10,000 tonnes to remain 
in the sea. 

Britain and Norway, 
which operate the vast 
majority of offshore plat- 
forms, bad originally sought 
much wider exemptions. 


involving up to 123 rigs. - 

John May, bead of the UK 
Offshore Operators Associa- 
tion. said the oO and gas 
industry was disappointed 
and concerned over the 
safety, environmental and 
economic implications of the 
decision. 

It wanted recovery deri- 
sions to based bn specific 
assessments of individual 
rigs. 

The OSPAR accord also 
calls for radio-active -dis- 
charges into the sea to be 
progressively reduced to 


dose.to zero' by 2030. 

The' ' agreement .was 
readied, after Britain and 
France agreed . -to drop 
demands fin: possible future 
exemptions fronr a complete 

Kan on mnhidnnfl. ... 

John Prescoff, Britain’s 
deputy prime minister,- said 
the decision 'did not imply 
the closure of the Sdlafirid 
nuclear reprocessing plant 
in north-east 'England or lob 
losses among the 7.000 
employees. 


Tax reform bill seeks to 
bolster public finances 


Bfitortte comment, Page 15 


France’s 1999 budget 
points to the left but 
turns ta the right 


The policies are designed to prove business-friendly, recognising 
high charges on employment have to be cut, to help create jobs 

By Robert Graham ta Paris 


As a political exercise, the 
presentation of France's 1999 
budget is reminiscent of an 
old tale about the late Presi- 
dent Nasser of Egypt 

When arriving at a sum- 
mit meeting with his fella w- 
Arab leaders, Nasser's chauf- 
feur asked which way he 
should negotiate a round- 
about “Put your indicator 
out left and then turn right” 

Nasser ordered. 

The budget measures out- 
lined on Wednesday by Dom- 
inique Strausa- Kahn. finance 
mimister, send the same 
deliberately confusing sig- 
nals. Superficially, they 
seemed tailored to the 
Socialist-led government's 
electorate. But on closer 
examination, Mr Strauss- 
gahn has initiated policies 
designed to prove he is busi- 
ness-friendly, recognising 
France’s high charges on 
employment have to be cut 
to help create jobs. 

In this, his first fully 
fledged budget since the gov- 
ernment took office in June 
1997, he has also strayed 
from the traditional Socialist 
path by recognising that the 
weight of the tax burden 
needs to be reduced. But his 
proposed tax-cutting mea- 
sures are more a case of tak- 
ing away with one hand to 
give with the other. 

The overall fiscal pressure 
win remain almost the same 
and the ftindanmntaT base-Qf 

the tax tafea remains unal- 
tered, with heavy reliance on 


VAT benefiting from strong 
economic growth. 

The most important differ- 
ence from the 1998 budget, 
whose choices were condi- 
tioned by the inheritance 
from the previous centre- 
right government, is the 
decision to increase public 
Spending 

The government wants to 
help sustain the recovery 
and show the left it still 
believes in strong social 
spending. The increase will 
be only 1 per cent In real 
terms, but releases the brake 
on higher spending on edu- 
cation. job creation, justice 
and urban development that 
will be difficult to control. 
Local authorities are likely 
to begin to want to start 
spending more next year 
ahead of elections. 

Yesterday, critics on the 
right warned that the combi- 
nation of renewing public 
spending and a relatively 
unambitious (in euro-zone 
terms) budget deficit target 
of 2J3 per cent promised trou- 
ble to two years’ time if the 
economy slowed. The Bank 
of France has warned that a 
serious attempt should be 
made to cut public spending 
in the tat years of growth, to 
cope with lean years. 

The government has 
allowed Itself some leeway to 
make final touches to the 
1999 policies in September. 

But the increasingly 
uncertain international pic- 
ture may complicate the lon- 
ger-term aim to bring the 
deficit below 2 pa- cent to 


the year 2000 and reverse the 
rise of debt as a propor ti on 
of GDP. This is currently at 
58 per cent, having almost 
doubled to the past decade. 

To achieve the 1999 deficit 
target will require tight con- 
trol over social security 
spending. This year’s social 
security budget has overshot 
alarmingly and emergency 
measures are being agreed. 

Mr Strauss-Kahn tackled 
two tares which have proved 
counter-productive but have 
gone untouched for years. 
Over the next five years, 
employers will stop having 
to have their payrolls 
included to the assessment 
of the taxe professionelle. 
Chief immediate beneficia- 
ries wil] be small businesses, 
also rewarded with several 
other tax breaks. 

Another move to help jobs 
is the cutting of the high 
taxes on property transac- 
tions instrumental in a 
poorly performing real estate 
market and holding back 
building activity. Business 
has been relieved to see 
removal of a third of the 
extra corporation tax 
imposed for this year. 

Another bold step ducked 
by previous administrations 
is a commitment to overhaul 
the land registry with a view 
to altering the collection of 
property taxes. This could be 
politically dangerous 
because perhaps half French 
households may end up pay- 
ing more. 


Bfflorial co mm ent Page 15 


Jospin stresses national 
identity within EU 


By Robert Sahara hi Paris 
ami Peter Norman in Berita 


Lionel Jospin. French 
premier, yesterday called for 
a pragmatic approach in con- 
structing a common Euro- 
pean foreign policy that fully 
accepted “the autonomy of 
each partner". 

In an inaugural address at 
Britain’s new Foreign Policy 
Centre. Mr Jospin argued 
that Britain and France 
should work together in 
creating a “ new equilib- 
rium" in Europe. 

Mr Jospin said the new 
Europe could not afford to 
ignore national identities. 
“Far from implying the 
abandonment of the idea of 
working together, the con- 
cept of subsidiarity should, 
in my view, make it possible 
to deepen the construction of 
Europe," he said. 

Mr Jospin's speech was “a 


return match" after the 
address Tony Blair. British 
premier, delivered earlier 
this year to the French 
National Assembly. Just as 
Mr Blair spoke to French. Mr 
Jospin made a point or 
speaking in English. Like Mr 
Blair he used the occasion as 
a platform for domestic pol- 
icy. seeking to find common 
ground while not hesitating 
to conceal the differences. 

On ideology, Mr Jospin 
said: " We say yes to market 
economy but no to market 
society." 

• In a separate speech in 
Berlin, Gerhard SchrOder, 
the German opposition 
Social Democrat candidate 
for chancellor, said the Blair - 
ite concept of the "stake- 
holder society" should 
become the model for Euro- 
pean Union countries and a 
way of legitimising further 
European integration. 


Challenging a favourite 
thesis of Helmut Kohl, Ger- 
man chancellor, Mr SchrQder 
told an audience of business 
people that it would be 
increasingly difficult to jus- 
tify the integration of 
Europe on the grounds that 
it served as a bulwark 
against war and fascism. 

This reason was of great 
importance for the founding 
fathers of the EU but would 
lose its impact as the genera- 
tion that experienced the 
second world war and its 
aftermath died out 

With Social Democrat-led 
governments in power or 
having the prospect of power 
in the main EU member 
states, there was an opportu- 
nity to promote the idea of 
the stakeholder society. The 
economic advantages of the 
single market were an insuf- 
ficient legi t imfs ation of Inte- 
gration, he said. 



Trial verdict could 
damage Gonz&Iez 


By Tom Boms to Madrid 


The political future of Felipe 
Gonz&lez, the former Span- 
ish prime minister, was put 
in doubt yesterday after 
reports emerged that two top 
officials who served under 
him had been sentenced to 
13 years in jail for their part 
in a “dirty war" against Eta. 

Spain’s media reported 
yesterday that Madrid's 
Supreme Court had found 
Jos 6 Barrionuevo, former 
interior minister, and his 
deputy. Rafael Vera, former 
secretary of state for secu- 
rity. guilty of kidnapping 
and of misappropriation of 
public funds. According to a 
leak of the politically explo- 
sive verdict, which will be 
officially announced next 
week, both were acquitted of 
belonging to an armed 
group, a third charge lev- 
elled against them in an 
eight week hearing that 
ended earlier this month.' 


Mr Barrionuevo. who is a 
Socialist, member of paxha- 
ment, and Mr Vera had 
doited any connection with 
Gal, or the Anti-Terrorist 
GooriDa &uup6, a shadowy 
organisation responsible for 
28 deaths between 1983 and 
1987 in a gun and bomb cam- 
paign against Eta. the out- 
lawed Basque separatist 
group. They said the charges 
bad been trumped up by 
political opponents. 

The Socialist party yester- 
day restated its faith to the 
Innocence of the men on 
trial. It accused foe court of 
intentionally l eaking Its rul- 
ing and said it would with- 
hold further comment until 
the verdict was formally 
delivered. 

During the trial Mr Gonz- 
alez. who has staunchly 
defended his former minister 
and Mr Vera, denied undo: 
oath having authorised any 
dirty war against Eta. 

But spokesmen for other 


French banker hits at 
stock exchange alliance 


Ry George Graham, 
Banking Editor 


The strategic alliance 
between the London and 
Frankfurt stock exchanges 
should be referred to the 
European Commission, 
according to a senior French 
banker. 

Marc Vienot, former chair- 
man of Society Generate and 
chairman of Paris Europlace, 
an organisation set up to 
promote the French capital’s 
role as a financial centre, 
said the London-Frankfurt 
agreement “could lead the 
European Commission to 
ask Itself whether an abuse 
of a dominant position is 
occurring." 

In an interview with Les 
Echos, the French business 
newspaper, Mr Vtenot 
denounced the London- 
Frankfurt alliance, which 
seeks to fay the foundations 


for a pan-European equity 
market, as “imperialism". 

“How can one imagine 
that two exchanges which 
represent only a fraction of 
the- European markets 
should claim the right to. 
construct a single market by 
themselves, arbitrarily fixing 
the rules, the technology and 
the fee structure, and then 
coldly impose them on oth- 
ers?*: Hie Anglo-German alli- 
ance, announced per her this 
month, caught French finan- 
ciers. by surprise. The Paris 
exchange had hoped to set. 
up its own partnership with 
Frankfort as a rival to Lon- 
don. . Although the London 
and Frankfurt . exchanges 
have said they would wel- 
come other esfanges in due 
course, Mr Vlfaiot said there 
could be uo question of Paris, 
accepting the junior role this 
implied. 

Senior German bankers 


said negotiations with 
France, on stock exchange 
cooperation as on so many 
other subjects, had proved 
difficult because of the 
French resistance on a 5050 
share in any joint venture. 

An older generation of 
German managers accepted 
this for political reasons, and 
for the same reasons the 
Bonn govemmert, too. was 
unhappy with the London- 
Frankfort affiance. “Younger 
German managers do not 
have the same post-war 
trauma, and will not negoti- 
ate on these terms," said one 
senior German banker. 

Paris's share trading turn- 
over fast year was barely 40 
per cent of Frankfort’s. Rolf 
Breuer, chairman of Deut- 
sche BOrse, has suggested 
Paris ; could take, a stake to 
the new pah-Eurqpean mar- 
ket roughly half the size of 
Frankfort's or London's. 
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Change of plan boosts Linklaters 


By Robert fflec. 
Legal Corresponded! 


The formation by Linklaters 
and Four other leading Euro- 
pean commercial law firms 
of Linklaters ft Affiance, a 
new International legal prac- 
tice, has catapulted the UK 
group to the top of the law 
firm super league. 

The new international law 
firm will have more than 
1,900 lawyers working from 
28 offices In 16 countries 
across the globe. In terms of 
size, only the US firm Baker 
& McKenzie, with more than 
2,000 lawyers worldwide, is 
bigger. 

Yet this was not quite the 
deal Linklaters wanted when 
it set out in late 1996 to build 
a pan-European practice. 

Charles Alien-Janes, the 
senior partner, and Terence 
Kyle, the managing partner. 


had identified an urgent 
need to expand its 
operations in France and to 
build strong practices in 
Germany, Italy and Spain. 
Linklaters had fallen behind 
its rivals. 

For 10 years, while Clifford 
Chance and Freshfields built 
strong practices across conti- 
nental Europe. Linklaters 
appeared to sit on its hands, 
pursuing a “best friends” 
policy of working with the 
best available foreign law 
firms on an ad hoc basis on 
international deals. 

But Mr Kyle now accepts 
that “best friends" was not a 
credible long-term strategy. 
The world of commercial 
legal services was changing 
rapidly in response to the 
globalisation of business and 
the prospect of Economic 
and Monetary Union. 

Clients, especially the 


European and US invest- 
ment banks, were beginning 
to demand a unified single 
firm approach to multi- 
national deals and Link- 
la ters could not provide It 

Negotiating alliances and 
mergers with law firms to all 
the markets they had identi- 
fied could have taken for- 
ever, so it was with some 
relief that they welcomed an 
approach by the Affiance of 
European Lawyers in March 
1997. 

When the firms from Ger- 
many. Spain, France, Bel- 
gium, the Netherlands and. 
Sweden set up the Alliance 
in the early 1990s they were 
determined not to have a UK 
member for fear of it swamp- • 
mg the others. 

But as they watched the 
big cross-border deals and 
European privatisations fan 
Into the bands of the large 


US and UK law firms they 
began to realise their need 
for US and English law 
capacity. Linklaters offered 
both. 

Prom tha start of negotia- 
tions there were tensions 
with Jeantet & Assories, the 
French member of the Affi- 
ance. But the zeal Mow came 
when Urla and Menftndez, 
the Spanish member, walked 
away at the last mnmgrit . eff- 
ing fear c^ Iinklaters’ hege- 
mony. 

Linklat ers s till has holes 
to fill in Italy, Spain and 
France, three of the four 
markets it -identified as the 
most important . But Link- 
laters ft Affiance's presence 
In- Germany is a big step for- 
ward to wards ' its strategic 
goaL Mr AHenJones says it 
should now become easier to 
attract Aims to France, Italy, 
and Spain to join the group. - 


Rivals are sceptical. Keith 
Clark, senior partner of Clif- 
ford Chance, said; “We wish 
tbem-weU, but it isn’t a firm, 
it’s an aTifanre of separate 
law firms." 

. Others were, more forth- 
right. “Germany is good but 
nobody is really bothered 
about the low countries and 
Scandinavia and they 
haven’t got France, Italy or 
Spain." said one senior part- 
ner of a City law firm. 

“Oppenhoff ft RSdler [the 
German member] is itself 
the product of four domestic 
mergers and its profitability 
is about half Unklatas’. So 
they've got to jerk up pro fits 
at the same time as gH f t in g 
people to work together. 
What they’ll find is that 
their economic interests 
aren’t necessarily aligned 
and conflicts will arise. Bat 
it's a good first step " 
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Tuitosy war today adopt Its most slgnfficarttaxreform ta more 
thanm deceda whefi Suleyman DemlM. preaMent. signs a bH 

that fa key to putting ihe county's tfoaotepubBcifoances oh 

a sound tooting By introducing prison sentences tor tax 
evaders and towering taoome tax rata#, the package aims to 

combat tax- wraston which costs toaTJudOet S2bn every year, .- 
as weff as nrarwyfaundaring. The law brings down income tax 
from a 25-55 par cant range at present to between 15 and 40 
per cent next year. *■ 

Passed by paritarrwrt late on Wednesday.-lt is fha most 
Important change to Turitay’s tax system aince Turgul Qzai, 
the courtiy** Dbertfsing prime minister In the 1980s, intro- -. 
duced VAT 13 years ago. Turkey hopes that regular IMF prog- 
ress reports wM cut borrowing coat by knprawng its standing 
with crecfa rating agendea and tenders.’ . 

Zslkwlya Temizel. finance mfobtec. hopes the law wB 
encourage the tax-shy to declare their Incomes and narrow 
Turkey's budget deficit This Is forecast this year to reach 
TL3,993,000bn $14.8bn). Christopher de P e tiai gue . Ankara' 
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CHECHNYA ASSASSINATION ATTEMPT 


Slight injury for president 


Jos« Barrionuevo, former interior minister, (left) and fate deputy Rabat Vera, pictured during their trial, 
must waB until later this week fair confir m ation of the decision by Madrfcfs Supreme Court AP 


The leader of Russia’s breakaway Chechnya region escaped 
with sBgfit injuries yesterday after .a car bomb exploded near 
his motorcade. President Aslan. Maskhaidov; who commanded 
Chechen guarrSta torces In a 21-tnonth war against Russian ' . 
troops, appeared to public iron after the attack to deny he 
was seriously hurt. There were no risible signs of k^ury and - 
he looked healthy. 

"I am alive and well,” Mr Maskhadov sati at life residence 
In Grozny, the Chechen capital “My poOdcal course wffl not 
change at aB.” He said the latest attempt on Ms Ufa might 
have been the wok of Russian special forces “acting from 
afar wtifi the hand of focal provocateurs". Reuters. Gkozny 


FORMER IRISH PREMIER SUMMONED 


Haughey could face jail 


political parties called on the 
former .prime minister to 
fnicA Hw Maine for the dirty 
war. If the verdict is as 
reported, Mir Gonz&lez, who 
won four successive elec- 
tions between 1982 and 1996 
and resigned . from the 
Socialist party leadership 
last year, will be severely 
discredited. 

A jail sen t ence against Mr 
Barrionuevo will almost cer- 
tainly ter Mr Gonz&lez from 
any future role to interna- 
tional politics. He is reported 
to have been preparing a bid 
to be the next president of 
the European Commission 
with, the support of Jacques 
Priors, the former Commis- 
sion president. 

The trial centred on the 
first of Gal’s undercover 
actions - ’the kidnap of a 
Spanish-Basque resident in 
France who had been mis- 
taken for an Eta leader. Ten 
fellow defendants admitted 
their role to the ki dnap. 


Charles Haughey, the former Irish prime minister, could face a 
two-year prison sentence whan he a p pears in court In Dublin 
next' week' charged with obstructing the goyemment-ap- 
poirtted iMxmal into payments to politicians. The 72-year old 
former Fianna Fai> leader wras Issued with a summons follow- 
ing a seven-month inv e stig ati on by Ireland’s director of public 
prosecutions. Mr Haughey fe at the centre of an investigation 
of toe links between politicians arid big business, Involving 
bank accounts irMXfalin, London and thd Cayman Islands. 

The in v esti ga tion follows revelations that Ben Dunne, an 
Irish stores heir, provided Mr Haughey with more than Elm 
(SI .4m) - including two separate (£200,000 cheques which Mr 
Durme handed to Mr Haughey at a m ooti ng at Ms county 
DubBn home. Mr Haughey, having first denied the allegations, 
told the tribunal he had no exact recollection of the meeting. 
John Mevay. Brown, DiMri .... 


DESIGNER GOODS 


UK seeks to overturn ban 


The British government has asked a leading UK supermarket 
chain to compile a dossier of evidence in an attempt to over- 
turn a recent niUng by the European Court of Justice which 
bans the sate of certain cut price designer goods. 

Nigel Griffiths, UK competition minister, met Tesco and 
. Asda yesterday to discuss the implications of the ban on the 
Import of lower-priced designer goods from outside Europe 
for resale wfthh the European Union; Both rstaflers, who have 
sought marketing advantages by sating designer goods pur- 
chased without the brand owner's consent at cut prices, said 
the meeting was constructive and helpful Mr Griffiths has 
asked Asda’s chief executive, Aten Leighton, to prepare a 
case against selective distribution - whereby brand owners 
can refuse to supply certain retailers- Peggy Hoi finger, Lon- 
don. 


WESTERN GERMANY 


Annual inflation down to 0.9% 


Western Germany's annual inflation rate fefl to 0.9 per cent in 
July; according to provaaonal figives^ released yesterday by 
tha federal statistics office in Wleabaden. The figure, the low- 
est since 1988, Is based on inflation rates for this montit from 
-the four western federal states'of Baden-WOrttemberg, Bav- 
aria, Hesse and NortivRhine Westphalia, where the office " 
recorded yeer-on-year price Increases of between 0.8 and 1-.1 
percent ........... . .. 

In June, annual inflation stood at 1.2 per cent in the whole 
of Germany aid 111 per cent in the western federal states. 
HSBC Trlnicaus, the German bank, expects a national annual 
inflation rate of 1 per cent or below in July and months 
ahead, largely because of cottapslng Import prices. On a 
yearly average baste, IjSBC Trinkaus forecasts German infla- 
tion of lit per cental 1998 and 1-4 per cent fo 1999. Tobias 
Buck, Boon - ^ 


GIBRALTAR 


Britain irffer? talks wrtt Spain 

Robin Cook, Uk.fore&i secretary, has offered^ to arrange - 
talks between Spain and Gibraltar, -Abe! Matutes, Madrid’s 
foreign minister, said yesterday. Mr Cook’s Initiative seeks to 
smooth Spanish Irritation over apparent rebuffs by Peter Car- 
uana. the chief minister of the UK's colony, to concffiatory sig- 
nals by Mr Matutes. 

Mr Matutes has scAsried Spain's long-stancfing clalnifor 
the re-mteyatJon of itS-natfonal territory with a proposal to.-, 
replace Gibraltar's' colonial status by a shared UK-Spanbh 
sovereignty arrangement over a time frame of at least 50 
years. This formula wckjM respect the British nationality of the 
Rock's 30,000 inhabitants and safeguard their salf-govemfog 
institutions and fiscal privileges. Tom Buns, Madrid 


GEORGIA 


New negotiations on Abkhazia 


Top officiate .from Georgia and its breakaway province of 

AbWwzfa.ywtefdwbeganafttehrxxindofUnitedNations- 

sponsored peace talks fo Geneva, but a poMcal breakthrough 
looks improbable. Georgian diplomats said they would focus 
on securing an agreement afiowfog some 40,000 Georgian 
refugees forced to flee from Abkhazia by ftghting in May to 
return to their homae. 

The fighting, the worst sfoce the end of the bloody conflict 
In 1992-93 that followed Abkazia’s declaration of secession, 

resulted fo the deaths of S00 people and put into ravose an 

already disrupted UN-supervised programme for the retun of 
refugees to Abkhazia. Opening the three-day meeting, ^LMu 
Bota, UN special representative for Georgia, said the two 
sides .remained far apart and there was a real risk erf renewed 
fighting. Frances WtSams, Geneva 
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German economist appointed EBRD president 


By Anthony RoUnson 

The power vacuum at the 
heart of the European Bank 
for Reconstruction and 
Development (EBRD) has 
been filled with the appoint- 
ment of Horst EOhler as 
president of the institution, 
set up in 1991 to speed up 
the transformation of former 
communist eco n omies- 
Mr KQhler, a 65-year-old 
economist, worked closely 


with Chancellor Helmut 
Kohl as the “sherpa” who 
smoothed the way for Group 
of Seven (G7) summits 
before becoming president of 
the German Savings 
Association in 1993. He 
replaces Jacques de Laro- 
sfere, who retired in January 
before the bank's 60 share- 
holders from 58 countries 
could agree on a successor. 

French hopes of replacing 
the highly respected finan- 


cial diplomat with another 
Frenchman at the head of 
the EBRD were scuppered by 
the hostile reaction of other 
European governments to 
efforts earlier this year to 
secure the presidency of the 
new European Central Bank 
for Jean-Claude Trichet, the 
governor of the bank of 
France. 

Collectively, the EU coun- 
tries are the largest share- 
holders in the bank and they 


decide who becomes the 
president, while the post of 
vice president and head of 
banking operations is de 
facto reserved for a US citi- 
zen. Charles Frank, a US 
banker, has in effect been 
running the hank for the 
past seven months. 

Mr K6hJer takes over on 
September 1 for a Tour-year 
term. He was bom during 
the war in what is now 
SHerbieszow in Poland and 


played an important role in 
shaping Germany’s policy 
towards central and eastern 
Europe following the col- 
lapse of communism. 

Mr Kfihler stepped up 
co-operation between the 
German and Russian savings 
banks and was personally 
involved in the settlement of 
old Soviet debt. He has also 
been involved in nuclear 
safety matters. 

One of the most controver- 


sial decisions facing the 
EBRD will be deciding 
whether to finance construc- 
tion of two new nuclear 
power stations in Ukraine in 
return for Ukrainian govern- 
ment agreement to close 
down the entire Chernobyl 
nuclear complex. 

The bank has suffered an 
exodus of experienced per- 
sonnel over the past two 
years of uncertainty about 
the bank's future leadership. 


But shareholders agreed to 
double its capital to Ecu20bn 
($22bn) in 1996 and the 
bank's loan portfolio now 
exceeds EculObn. making it 
the largest single investor in 
the region. Hie new presi- 
dent will have to reconcile 
widely differing views 
among shareholder govern- 
ments about priorities of the 
bank as it moves further 
east into more risky and less 
transparent areas. 


Greece looks to reform of labour market with one eye on the euro 


Public sector unions have been fighting to protect job security 
and their privileged pension arrangements. Kerin Hope reports 




C afes in Athens are 
about- to lose an infor- 
mal but important role 
as neighbourhood job cen- 
tres for local residents and 
new arrivals from the 
islands. 

The Socialist government 
wants to bring Greece's 
labour market into line with 
the rest of the EU as it steps 
up the effort to join the sin- 
gle European currency by 
200L 

The government is push- 
ing through parliament a 
reform package to modernise 
the labour market. It 
includes long-awaited mea- 
sures such as the legalis- 
ation of private employment 
agencies, the introduction of 
part-time work in the public 
sector and more flexible 
overtime and collective bar- 
gaining arrangements. 

"We didn't have employ- 
ment agencies because 
people found jobs through 
family and neighbourhood 
contacts, or through connec- 
tions with politicians,” said 
MUtlades Papaioannou, the 
labour minister. 

"But employers can't find 
people with specialised .skills 
that way.” 

As Greece's unemploy- 
ment rate rises, the social- 
ists are under increasing 
pressure to create more jobs, 
especially for women and 
young people. 

For the moment, the large 
numbers of immigrants from 
Albania and elsewhere in 
eastern European mostly 
work in the underground 
economy. But they will soon 
start competing directly 


with Greeks for jobs. 

Almost 400,000 Immigrants 
have registered for work per- 
mits under a government 
scheme to regulate immigra- 
tion. 

The offiniai unemploy me nt 
rate rose to 10JJ per cent of 
the workforce in June from 
.10-2 per cent at the end of 
last year. 

However the rate is esti- 
mated at about 15 per cent 
for women and more than 27 
par cent for new entrants to 
the job market 

In the private sector, the 
high percentage of small 
businesses in Greece, with 
only 10 per cent of compa- 
nies employing mare than 20 
people, makes for flexible 
labour relations "which can 
compare with anywhere in 
Europe”, Mr Papaioannou 
said. 

But the powerful public 
sector unions, representing 
about 20 per cent of the 
workforce, have been fight- 
ing to protect job security 
and their privileged pension 
arrangements. 

They also want a 35-hour 
week and an extension of the 
ban on privatising more 
than 25 per cent of big state 
enterprises. 

GSEE, the confederation of 
trade unions which repre- 
sents about lm workers, 
mostly in the public sector, 
called a 24-hour strike yes- 
terday in protest against the 
reforms. Transport and bank 
workers joined the walk-out, 
but partidpation was lower 
than in previous strikes this 
year. 

A bank union official con- 
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ceded that the strike was 
"more symbolic than any- 
thing else”. He said the pub- 
lic sector unions had 
accepted the principle of 
part-tune work in return far 
job guarantees at banks 
slated for privatisation and 
loss-making transport com- 
panies undergoing restruct- 
uring- 

C onfrontat ions happen in 
the public sector 
"because that's where 
the rigidities are”, said Mr 
Papaioannou, "but to sur- 
vive in the euro-2one {the 
single-currency countries, of 
which then will be 11 to 
start with on January 11 we 
have to become more com- 
petitive. 

"It takes some persuading 
to convince the unions that 



A d em onst rato r In Athens gestures diving a previous (keek strike. Unions repre senti ng about 1m workers, mostly in the piMific sector, 
caled a 24-hour strike y est er da y in p ro tes t against the government's planned labour market reforms AP 


if state enterprises go on los- 
ing money, their jobs will 
go.” 

The drive to boost compet- 
itiveness before Greece joins 
the single currency has 
already brought changes. To 
improve management at 
public sector companies, the 
Socialists have hired chief 
executives from the private 
sector and required them to 
produce business plans. 
Workers are to be trans- 
ferred among government 
services to reduce overstaff- 
ing. 

Mr Papaioannou said the 
introduction of annualised 


overtime would mainly bene- 
fit the private sector. Many 
Greek manufacturers work 
on a seasonal basis. Labour 
requirements fluctuate 
widely during the year at 
export-oriented companies 
such as peach tanners, olive 
oil processors and garment 
makers. 

SEB, the Cfreek industrial- 
ists’ federation, has wel- 
comed reforms but said they 
should go further. The feder- 
ation said wage differentials 
wore too narrow and restric- 
tions on mass dis miss als 
were a deterrent to foreign 
investors. 


The government has aban- 
doned a clause in the draft 
law which allowed employ- 
ers to increase the length of 
the working day without 
having to consult the plant 
union. 

“The need for consultation 
takes away the immediate 
benefits you’d get from 
quick decision-making on 
working hours,” said a con- 
sultant with file SEB. "And 
it can’t be applied across the 
board because a lot of Greek 
companies are too s mall to 
haw unions.” 

Collective bargaining is 
being liberalised in areas of 


high unemployment such as 
north-western Greece, where 
the jobless rate is 15 per 
cent 

This move is designed to 
encourage hiring of young 
workers at lower wages and 
to try to prevent a drift of 
unemployed to the cities. 

Most new jobs are in ser- 
vice industries which are 
concentrated around Athens 
and Thessaloniki. Many 
■arwil manufacturing plants 
in provincial towns have 
shut down and few young 
Greeks are prepared to earn 
their living as subsistence 
formers. « 


Banknote 
copying 
warning 
by ECB 

By Samer iskaodar in Brussels 


Colour photocopiers sbould 
be fitted with electronic 
devices that prevent the 
copying of banknotes, 
according to the European 
Central Bank. 

The recommendation Is 
part of a wider effort, led by 
the ECB and the European 
Commission, to fight coun- 
terfeiting after the introduc- 
tion of euro banknotes in 
January 2002. 

“Community legislation 
should be considered which 
would make compulsory the 
installation of technical 
devices in colour copiers 
..that would permit the iden- 
tification of banknotes and 
impede their reproduction.” 
the ECB said. 

European Union experts 
believe the introduction of 
euro notes and coins will 
tempt counterfeiters, espe- 
cially in the first few months 
when the new currency 
exists in parallel with 
national currencies and 
people are not yet familiar 
with Its design. 

“Colour photocopiers are 
the most useful tool for 
counterfeiters," said a Com- 
mission expert. "All they 
have to do Is press a button 
and they get almost perfect 
reproductions.” However, 
counterfeiters would still 
need to overcome technical 
problems such as getting the 
right paper. 

The euro will have more 
safety features than any 
other currency, the Commis- 
sion said. 

It said fighting fraud 
linked to the euro would 
require a concerted effort 
involving the ECB, national 
police forces, member states' 
legislators, and also partici- 
pants from the private sector 
such as banks. 

National laws would have 
to be harmonised to ensure 
effective deterrence. A Com- 
mission official said yester- 
day that under current 
national laws deterrence was 
uneven among EU countries, 
with penalties ranging from 
a year’s imprisonment to 15 
years'. 
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JAPAN’S LDP OLD-STYLE BEHIND-THE-SCENES INFLUENCE IN THE RULING PARTY SHOWS SIGNS OF GIVING WAY TO POLICY SWAY 


The force of the faction starts to fade 


By Wcfflyo Nakamoto in Tokyo 

Japan’s ruling Liberal 
Democratic party, it is said, 
is not liberal nor democratic 
nor a party. 

But the revolt yesterday 
by a group of LDP parlia- 
mentarians alarmed by the 
possibility that Keizo Obuchi 
could win the party presi- 
dency today, suggests that 
the rule or the factions 
which has dominated LDP 
decision-making, may at last 
be changing. 

The group, comprised of 
LDP members from various 
factions, is concerned that 
victory by Mr Obuchi, who is 
the least popular of the three 
candi dates amo ng the gen- 
eral public, could hurt their 
chances of re-election. Mem- 
bers are attempting to rally 
anti -Obuchi support even at 
the risk of antagonising 
their factions. 

The move highlights the 
breakdown in traditional fac- 
tional loyalties which have 


been the basis of unity 
within the huge, at times 
unwieldy, ruling party. 

The LDP, which has ruled 
Japan for most of the past 43 
years, is often described as a 
coalition of parties. When a 
young ambitious Japanese 
decides to enter politics, he 
(there are few shes) will 
almost certainly want to be 
in the LDP- Having made 
that decision, he has little 
choice but to join a faction. 
The faction leaders share out 
all party and parliamentary 

posts and determine the 
advancement of politicians 
to ministerial posts. Even 
more Important, they are the 
sources of campaign funds 
which, in the absence of 
much ideological debate in 
Japanese politics, has long 
been the key to electoral suc- 
cess. 

Candidates for the party 
leadership would have been 
chosen by consensus by each 
faction. The contest would 
be held between the factions 


and would be determined 
largely by which faction had 
the greatest clout Cabinet 
posts would be allocated 
according to faction, leading 
to frequent furious behind- 
the-scenes home-trading. 

Even today, factions deter- 
mine all personnel matters 
and allocate offices in the 


don," he says. He chose that 
faction not for any reasons 
of policy but because Mr 
Khchi Miyazawa, the former 
prune minister, was his 
go-between. 

The power of the factions 
has undoubtedly started to 
wane. This is partly the 
result of a change in the 


The glue that will keep the factions 
together is going to change from 
money to influence to policy 7 


Diet (parliament). Taro 
Kono, a young LDP member 
of the lower house, did not 
know where his office in the 
Diet was until just before his 
first day at work. When he 
called the LDP headquarters 
to inquire, he was told to ask 
his fa ction, even thoug h he 
did not belong to one. 

“That Is the only reason I 
joined the Miyazawa fac- 


electorai system. Under the 
old system of medium-sized 
constituencies, the LDP 
often fielded several candi- 
dates in a single district As 
a result, candidates compet- 
ing against others from the 
same party had to rely on 
the support and funds of 
their faction, rather than the 
party itself. 

But the switch this decade 


to single-seat constituencies 
means that LDP politicians 
no longer compete: against 
each other and factional sup- 
port in elections Is less 
important 

Just as important Is a 
chang e in political funding 
rules which has meant that 
tiie party secretariat con- 
trols more funds than the 
factions. “Political funding is 
what kept the .factions 
together.'” says Keith Henry, 

Research Associate of the 
Massachusetts Institute of 
Technology Japan Program. 

Public opinion -is also 
playing a part The LDP has 
faced mounting public criti- 
cism far the lack of transpar- 
ency in its derision-making 
process. 

LDP parliamentarians 
based in urban areas are par- 
ticularly concerned, that 
nrijasK the party cfamg pft its 
style and lives up to rts 
name, voters will turn their 
backs on it in elections for 
the lower house doe by 2000. 


Seiroku Kajiyama and 
Junichiro Koizumi, two of 
the candidates in the' race 
for LDP president (and 
therefore prime minister), 
are counting -on the cross- 
faction support of party 
members' who are prepared 
to break ranks with their 
tactions to vote for someone 
they believe " can bring 
strong leadership to the top 
job and provide, the LDP 
with a fresh' image. 

But the cracks that are 
beginning to appear In fac- 
tional- unity -Suggest -a- re- 
alignment Miwiy • new -lines, 
rather than the disappear- 
ance of factions as. a force. 
“It Is a turning point,” 
believes Rei Shiratori, direc- 
tor of the Institute for Politi- 
cal Studies in Japan. - 

“The glue that will keep 
the factions together Is going 
to change from money to 
influence to policy,” notes 
Mr Henry. But even that is 
going to take a very long 
time, be says. 



ByEftratf irokitonta ^ 

Tbe decision by Moody’s 
Investors Service yesterday 
. to place Japan's sovereign 
credit rating .on review took 
.nobody in the debt markets 
by surprise. 

The New York-based credit 
rating agency, which .was 
criticised last, year for com- 
pletely foiling to anticipate 
the Asian financial crisis; 
looks - likely- to downgrade 
Japan from its top-notch Asa 
credit rating. 

- The move, which would 
put Moody’s ahead of com- 
petitors Standard & Poor's 
and Fitch EBCA, is seen as 
an attempt to restore its rep- 
utation in the markets for 
timely action. Yet in the last 
tew months, Japanese paper 
has been trading at suffi- 
ciently low levels to suggest 
the financial markets had 


s move 


long since revised their view 
of Japan’s creditworthiness. 

"Moody's Is trying to get. 
ahead of the curve by down- 
grading. Japan before the 
other credit ratbag agencies 
do." said an investment 
banker in London yesterday. 
“But in the minds of traders 
Japan should probably be 
rated at several grades below 
triple-A, not one below* 

■ This development is a 
problem for Moody's and Its 
: rivals because until recontly 
the markets bad moved in 
lockstep ~ with the rating 
agencies; in other words, the 
p remium at winch a conn- - 
try’s debt was trading in the 
. secondary markets would 
usually reflect the country’s 
sovereign credit rating. How- 
ever. since the currency cri- 
ses hit south-east Asia last 
year, risk premiums and 
credit ratings have diverged. 


War by other means for China Army Pic 


By James Kyngs, James 
Hartfiag and John Ridding 

Chinese President Jiang 
Zemin’s order this week that 
the People’s Liberation 
Army should relinquish its 
vast and corrupt business 
empire was one of the most 
daring statements from a 
leader who has often seemed 
to lack the decisiveness of 
his charismatic predeces- 
sors, Mao Zedong and Deng 
Xiaoping. 

Taken at face value, the 
task he has set himself 
amounts to nothing less 
than a repositioning of the 
army which brought China's 
Communist government to 
power in 1949 and has 
remained the font of political 
influence ever since. Mr 
Jiang’s blunt criticism of the 
People's Liberation Army’s 
(PLA) involvement in smug- 
gling was a signal that Bei- 
jing would no longer tolerate 
the existence of a military 
above the law. 

The order to divorce the 
PLA from its commercial 
interests appeared to build 
on other recent moves to 
redefine the army's role. In 
September last year, he 
chose the fust standing com- 
mittee of the all-powerful 
politburo since 1949 .not to 
include a member of the mil- 
itary. 

He also announced plans 
to cut the 3m-strong PLA by 
500.000 as part of efforts to 
create a more professional 
fighting force. 

“It is becoming dear that 
the grand design is to create 
eventually an army which is 
answerable to the state and 
the laws of the state, and 
which is focused on defence 
and not profiteering,” said 
on 'omat in Beijing. 

Si -oinmentators said it 
was . testimony to Mr 
Jiang’s increasing influence 
that he felt secure enough to 
risk clipping the military’s 
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wings. Other analysts 
believed that bis aims might 
be considerably more modest 
than stated. 

‘This is just a stop sign. It 
is supposed to warn the 
army to stop smuggling and 
curb their excesses” said one 
Chinese analyst in Beijing. 
Smuggling of oil products, 
cars, cigarettes, machinery, 
textiles and a wide variety of 
other products has hit Chi- 
na’s domestic industries this 
year and may be costing as 
much as RMBlOObn f$l2bn) 
in lost customs revenues, 
officials said. 

Wang Shan, a respected 
political commentator in Bei- 
jing. said that the army's 
interests were too large and 
too deeply entrenched for 
them to be shut down any 
time SOOIL “I don't think this 
will work. There are too 
many loopholes." he said, 
noting that Mr Jiang did not 
give a date for the closure of 
PLA businesses or say bow 
the army's assets would be 
divested. 

A member of a think-tank 
connected to the PLA 
expressed bitter frustration 
with Mr Jiang's move. 


which, he said, was doomed. 
“The government’s budget is 
so’ paltry, there has to be 
some degree of soldier busi- 
ness going on." be said. 

The commercial tentacles 
of China’s military reach all 
over the country and have 
started to spread abroad. By 
some estimations, a network 
of 20,000 or so enterprises 
with connections to the mili- 


Poly Industries, the invest- 
ment arm of the PLA. was 
one of the chief developers of 
the new Shanghai Stock 
RyrhangP The company has 
other undisclosed property 
interests in the city as well 
as a substantial minority 
stake in Shanghai Ocean 
Aquarium, a $55m underwa- 
ter park project being built 
In association with Singapo- 


re order to divorce the PLA from its 
commercial interests appeared to 
build on other recent moves to 
redefine the army’s role 


tary provide about one third 
of the PLA’s operating 
expenses. 

But most of the wealth is 
controlled by several large 
holding companies involved 
in everything from commer- 
cial satellites to herbal medi- 
cines. The PLA general logis- 
tics department has nominal 
control over all business 
activities. 

In Shanghai, for example. 


rean investors and due to 
open at the end of next year. 

Another business with mil- 
itary backing in Shanghai Is 
the Yanan Hotel, which 
opened in 1962 as a hostel for 
army officers but has since 
become a commercial three- 
star hotel. The neighbouring 
J.J.'s discotheque was also 
backed by the PLA before it 
was closed down for safety 
reasons. 


A representative at the 
Yanan Hotel yesterday said: 
“I do not think tht> hart will 

affect our business.” He 
added that the hotel ramp 
under the jurisdiction of the 
re gional military command, 
one of the highest authori- 
ties in the FLA hierarchy, 
and that he expected only 
low-ranking military 
involvement in business to 
be dosed down following Mr 
Jiang's order. Across the 
country, there are estimated 
to be more than L500 PLA- 
owned hotels, ranging from 
converted army guesthouses 
to five-star luxury hotels. 

But despite the relatively 
calm reaction among PLA. 
shares in China, there were 
some signs of disquiet. 
Shares in Poly Investment 
Holdings, a Hong Kong-listed 
arm of China Poly Group, 
one of the PLA’s main busi- 
ness divisions, saw its shares 
fall mare than 8 per cent yes- 
terday. The plunge 
suggested Investors took 
seriously Mr Jiang's demand 
for the military to curb its 
business activities. 

These fears are partly 
prompted by the presence of 


FLA-linked securities compa 
ntes. “These companies have 
a lot of red chips or H-shares 
on their hooks, so there is a 
worry these investments will 
have to be dumped,” said 
one Hong Kong broker. He 
said the first sign of Presi- 
dent Jiang’s crackdown was 
last week’s revelation of an 
investigation into J&A Secu- 
rities. one of China's biggest 
securities companies. The 
FLA’s Guangzhou district is 
thought to be one of the big- 
gest shareholders in J&A. 

There was also uncer- 
tainty over the possible 
political fall-out from Mr 
Jiang's move just as China’s 
top leaders prepare for a 
summer recess at Beidaihe, a 
seaside resort where power 
is brokered and new policies 
discussed. The order also 
coincides with a halving of 
the size of the central gov- 
ernment’s bureaucracy. 

“They have upset the 
bureaucracy by saying they 
are going to cut half their 
Jobs. Now they are upsetting 
the army by saying they can- 
not do business. Who is 
going to like them?" asked 
one foreign analyst. 


Asean’s problems spill out in the open 

As Manila prepares for the annual meeting of the organisation's foreign ministers, a 
tense debate on its future is shaping up. Ted Bardacke and Justin Marozzi report 


I t lias been a difficult year 
for the member countries 
of the Association of South 
East Asian Nations (Asean), 
and not just economically. 
Of Its nine members, seven 
have gone through a change 
of leader or regime. A pro- 
spective 10th member, Cam- 
bodia. fell victim to a coup. 

The organisation, once hill 
of confidence, some would 
say hubris, also suffered. 
Asean was unable to stem 
the region’s financial crisis, 
was powerless to disperse 
the fire-induced haze that 
covered much of the region, 
and fought continual battles 
with the European Union 
and the US over the admis- 
sion of Burma to its ranks in 
July last year. 

“As we have suffered eco- 
nomic downturn, and as 
some leaderships in the 
region have been affected, 
Asean’s influence and contri- 
bution to regional affairs 
hare been diminished." says 
Slit in Pitsuwan. Thai foreign 
minister. 

Now the consequences of 
this past year of turmoil are 
spilling out into the open. As 
Manila prepares for the 
annual meeting of Asean for- 
eign ministers today and 
over the weekend, a fraught 
debate over the future of the 
organisation is shaping up. 

Some countries, most nota- 
bly Thailand and the Philip- 
pines. are calling for Asean 
to modify some of Its most 
cherished principles. 

They suggest Asean 
address difficult regional 


and domestic issues head-on, 
via a policy of “flexible 
engagement”, rather than 
hide behind the niceties of 
its cornerstone principle of 
non-intervention. 

Cambodia and Burma 
have tested the limits of 
those old ways. On Sunday, 
Cambodia is due to hold 
elections, which, though for 
from perfect, are a big step 
toward bringing political sta- 
bility to a country that just a 
year ago was mired in the 
bloody aftermath of a coup. 

Though not a member of 
Asean - its proposed mem- 
bership was scuttled by the 
coup - Asean foreign minis- 
ters have been spearheading 
and co-ordinating interna- 
tional efforts to enact the 
complicated formula allow- 
ing the elections to happen. 

Next month, Burma will 
mark the 10th anniversary of 
its drive against pro-democ- 
racy protesters. As that date 
approaches, the Burmese 
junta has launched a new 
nationwide crackdown on 
members of parliament 
elected in 1990. ostensibly 
out of fears that parliament 
will try to meet for the first 
time. 

Asean’s policy of quietly 
but actively pushing the 
Burmese generals to finish 

their new constitution and 
transfer power to a Chilian 
government has achieved 
nothing. 

The result has been a 
headache for the organisa- 
tion: annual meetings 
between the European Union 


and Asean have been 
scrapped in a dispute over 
Burmese participation. The 
US, after initially opposing 
Asean membership for 
Burma, said it looked for- 
ward to having Asean take 
the lead in promoting politi- 
cal change there. Now, 
Asean does not seem up to 
the challenge. 

When some Asean foreign 
ministers recently called on 
Burma to use restraint in its 
dealings with opposition ele- 
ments, Burma labelled such 
statements “presumptuous” 
and “against the Inherent 
and ultimate objectives of 
Asean”. 

Matters “inherent” and 
“ultimate” are one thing. 
Another is the particularly 
insular Asean style of nego- 
tiation and discussion, 
which values discretion and 
non -confrontation. 

Some are beginning to cri- 
ticise the organisation's con- 
sensus decision-making pro- 
cess as too vapid and 
plodding, leading to deci- 
sions based on “the least 
common denominator” as 
one senior Asean diplomat 
pats it. “High growth was 
always our trump card and 
we lost it” the diplomat 
says. “So Asean is searching 
once log meaning . Thin 

is a struggle far the soul of 
Asean." 

'Hie response from Asean’s 
heavyweight Malaysia, as 
well as its newcomers, Viet- 
nam, Burma and Laos, 
been swift and negative. Tin- 
kering with Asean’s policy of 


quiet diplomacy would “cre- 
ate uneasiness” with, the 
organisation, said Abdullah 
Ahmad Badawi, Malaysia's 
foreign minister, 

“If there are problems! we 
will overcome them our way, 
in a manner which does not 
undermine the dignity of 
anyone and shows we are 
sensitive over any incident 
which occurs.” 

Time was when the 
“grandfather" figure of 
Indonesia’s ex-President 
Suharto, the only leader 
re maining from the days of 
the founding of Asean, dis- 
couraged too much new and . 
freer thinking, for Instance: 
“flexible engagement”. 

Because Mr Suharto was 
afraid of opening inrinnosiq 
up to attacks from -neigh- 
bours on the question of 
East Timor, and its annual 
forest fires which cast a pall 
over much of the region, 
such new Ideas would have 
been given short shrift. 

In any case, Rodolfo Sever- 
ino, Asean’s secretary- 
general. notes the difficulty 
involved in creating a mech- 
anism that would allow 
national governments to fix 
problems that spill over into 
the region as a whole. 

“Issues are regional, ' 
although correction is 
national. There are few 
instances of Asean taking 
action on specific domestic 
issues." he says. 

Proponents of change 
envisage a number of areas 
of potential co-operation - 
drugs, environment, labour 



migration, public health and 

combating the trafficking In 
women far prostitution - 
that would benefit from a 
regional approach demand- 
ing policy changes and 
actions on a national leveL 
-• Still, vriiat .is behind thte 
debate', is the foot that some 
Asean , member countries 
have signalled firmly they 
intend to speak out and criti- 
cise other member countries, 
thus breaking Asean tradi- 
tion by example. 

“When -. a country chooses 
a policy of flexible engage- 
ment, no one can stop them. 
That is their sovereign 
right,” says Domingo Sisson, 
Philippine foreign minister. 
"On Important issues . such 
as flexible engagement, it is 
difficult to -have unanimity. 
It doesn't have to be Asean 
policy." 

Some fence-sitting diplo- 
mats caution against the 
risk of open criticism, saying 
Asean would cease to speak 
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.with . one voice ' and ' thus 
have any effectiveness 
undermined: *TMs could, be 
positive. But it is also risky. 
Over time, the group could 
break up or lose control over 
this issue." said one. 

.Open criticism “would 
only lead to hurt feelings 
and bitterness", says- Ajit 
Singh, a former Asean sec- 
retary-general. During his 
five-year stint. Asean was at 
the top qf its game, expand- 
ing Its global influence. “All 
discussions", he adds, “were 
conducted m good faith and 
have always ended happily 
on the golf coarse." . 

Times have, changed and 
the relaxed game is over, 
replies Mr Siazon. “After 81 
years, we’re now adults and 
should be able to discuss our 
problems openly. Don’t tell 
me we should all keep 
quiet." 

Additional reporting, by 
Sheila McNulty in Kuala 
tuntpur 
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Kuala Lumpur removes 
race-based equity quotas 

Malaysia yesterday took Its most comprehensive steps to 

attract investors to finance economic recovery by removing 
race-based equity quotas and easing restrictions against for- 
eigners In certain sectors. 

But economists said further Initiatives were required to draw 
interest from foreign investors for the more than M$50bn 
(US$1 2bn) the government calculates Js required to revive the 
economy. 

Daim Zainuddin, minister in charge of economic recovery, 
played down toe politically sensitive decision to relax toe 30 
per cent mfrtinusn equity requirement that Malays must hold 
in all Malaysian companies. The rule, which was toe corner- 
stone of a policy to give toe Malay ethnic group financial par- 
ity with toe country’s Chinese, has troubled foreign investors, 
who believe it riffles competitiveness. 

Mr Daim’s 191-page racovety.plan Is to set toe tone for a 
road show by Malaysian leaders to the US and Europe later 
tote month to sell bonds. Malaysia wants to spend M$12bn 
on Infrastructure and soda] development, M$25bn buying 
non-performing loans and assets from financial Institutions, 
and M$16bn recapitalising banks. 

But It wfll be a tough sdl, given that it has taken a year for 
Malaysia to dome to grips with toe crisis amid charges by 
Mahathir Mohamad, Malaysian prime minister, that it resisted 
from a conspiracy by foreigners to undermine the economy. If 
foreigners do not buy the bends, however. Mr Daim said the 
money could be sourced locally. 

As part of the plan toe government wffl assist companies 
deemed of national interest - those benefiting a wide, cross- 
section of the population - and st ra tegi c interest - those 
making important contributions to industries such as automo- 
tive. aerospace and shipping, Mr Daim said. The problem we 
lace b serious, " he added. "We are not In a denial mode 
about our problems." Sheila McNulty, Kuala Lianpur 


INDIA-PAKISTAN DIALOGUE 


Hopes for better relations 

The US yesterday expressed the hope that next week’s meet- 
ing between toe Indian and Pakistani prime ministers, the first 
since their nuclear teste in May, would help improve relations. 

Strobe Talbott, US deputy secretary of state, ending a five- 
day visit to New Delhi and Islamabad, said the US was “hop- 
ing for the best” from toe meetkig in Colombo between Atal 
Shari Vajpayee, India's prime ministar, and Nawaz Sharif, his 
Pakistan] counterpart. "We think it’s very good that the direct 
Pakistan Hndian dialogue is to resume," he said. “We'll be 
watching and we'll be supporting in every way we can." Mr 
Talbott’s remarks reflected a keen US desire to nudge the 
two cowrtries towards resuming peace talks, which stalled 
last year, western diplomats said. 

Mr Talbott's visit sparked scepticism among Pakistani 
nationafists, many of whom suspect toe US of working 
■towards bringing Islamabad to ratify the Comprehensive Test 
Ban Treaty. ‘Part of the criticism has been triggered by toe 
apparent secrecy surrounding the talks. 

Mr Talbott defended toe choice of quiet cfiptomacy. “When 
we are in a position to characterise In more detail what’s 
going on between us. we will do so. When there’s a result of 
our discussions, you wfll all know.". 

Western diploma is said Washington's efforts appeared to 
be primarily focused on reducing tensions between the two 
sides, rather than resolving disputes such as in the Himalayan 
state of Kashmir, scene of two of the three wars between 
India and Pakistan. 

- A senior Pakistani official cautioned that without some 
movement ontoe-divlston of Kashmir, ‘it’s difficult to imagine 
_to e fundamentals changing, even if the atmospherics improve 
in toe near term". Farhan Bokhan, Islamabad 


SOUTH KOREAN LABOUR 


Union group calls off strike 

A mflftant South Korean trade union group yesterday called 
off a general strike over job losses despite an announcement 
the unemployment rate in June climbed to 7 per cent, the 
highest in two decades. 

• The Korean Confederation of Trade Unions sakf it had post 

ppned the strata after whining concessions from toe govern- 
ment, Including official hearings on the nation’s economic cri- 
ws, an Investigation into unfair job dismissals, and a halt to 
toe prosecution of union leaders for illegal strikes. 

The concessions angered the Korea Employers’ Federation 
whkto said it would boycott meetings with the government 
and union over labour reforms because of the “one-sided 
agreement” with the KCTU. 

TheKCRJ, which represents 600.000 in Korea's main heav 
todLotnes, threatened to resume industrial action if Hyundai 
canTak8r - want ahead with plans 
** end of the month, which wouldbe 

the flret mass redundancies among conglomerates. 

** ** "“Kwa <* state-run 

enterprises, which are scheduled to be privatised over the 
new two years. 

kcttj c JTi s s1lik6 b sem as a setback for the 

^ brfef 9 an ® ral foiled 

KCTU nwnb «* are among 
.toe hlghert pad in Korea and have not suffered many job 

C ° ncentraIad amon 9 smaluSri-union- 
^ Sovemmont yesterday warned that fur- 
th « h fobairaxikes couki frighten foreign Investors. 

rep0rt * J number of 

to a record number of 1 .53m in June, while 
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THE AMERICAS 

LENDING RESOURCES RUSSIAN BAIL-OUT EXPECTED TO MAKE FURTHER INROADS 


IMF 


By Nancy Dunne In Washington 

The International Monetary 
Fund says available lending 
resources are at their lowest 
levels in 15 years and are 
expected to sink further as 
the Russian bail-out contin- 
ues, according to a congres- 
sional report released yester- 
day. 

The report, issued by the 
General Accounting Office, 
the investigative arm of Con- 


gress, was requested by Sen- 
ator James Saxton, chair- 
man of the congressional 
joint economic committee 
and a critic of the IMF. 

Senator Saxton contends 
the IMF has sufficient 
resources without the $18bn 
authorisation for new funds 
which the Clinton adminis- 
tration has requested. 

The report says that, as of 
July 2), the IMF had about 
S130bn in currency holdings 


in Its general resources 
account. Of this about $70bn 
has already been used and 
$17bn committed for other 
loans. IMF officials say only 
about S10bn-Sl5bn of the 
remainder can be used in an 
emergency because it must 
set aside funds in case mem- 
ber countries need them. 

The report reveals the IMF 
believes its resources to be 
so low. that only S2.9bn of 
the S11.4bn intended for Rus- 


sia. in a loan approved last 
Monday, will be provided 
from its general resources 
account The remainder will 
come from an account called 
General Arrangements To 
Borrow (GAB), set up by 11 
industrialised countries. 

The GAB Is rarely used - 
ft has been activated only 
nine times in 36 years, with 
the US the last country to 
draw on it In 1378 to help 
gUMllae the dollar - and it 


can only be deployed fpr an 
“exceptional situation" when 
the stability of the interna- 
tional monetary system is at 
risk. 

The IMF has made other 
arrangements to borrow in 
the past through supplemen- 
tary financing facilities. In 
1985 these borrowings 
equalled almost 42 per cent 
of outstanding IMF credit. 
However, the report states. 
Fund officials later grew 


Test fiasco exposes teachers 
in wrangle over standards 

US education stumbles into spotlight, writes Victoria Griffith 


E ducation is coming 
under the US political 
microscope - and so far 
the nation's 2.7m teachers 
are bearing the brunt of the 
scrutiny. . 

Senator John Kerry. Mas- 
sachusetts. recently lam- 
basted the qualifications of 
public school teachers in a 
speech seen as the possible 
launch of a campaign for 
president. 

“We must find teachers 
who are able to answer sim- 
ple math and literacy ques- 
tions." he said. 

After a staggering 58 per 
cent of prospective state 
teachers foiled a basic skills 
examination, Paul Cellucci', 
the state's governor, is stak- 
ing his re-election bid on a 
call to toughen standards. 

Teachers sense they are 
under attack but seem 
unsure how to cope. A pro- 
posed merger between the 
country's two largest teach- 
ers unions - the National 
Education Association and 
the American Federation of 
Teachers - fell flat earlier 
this month after the two 
failed to agree on a c ommo n 
strategy. 

Adding to the acrimony is 
the desperate need in the US 
for new teachers. Over the 
next eight years. 2m teach- 
ers will reach retirement 
age. President BUI Clinton's 
plan to hire 100.000 new 
Instructors, in an attempt to 


shrink class sizes, may add 
to hiring pressure. Exactly 
what skills and credentials 
the new teachers should pos- 
sess is a point of bitter 
debate. While recruiters say 
there is no shortage of candi- 
dates. critics are worried 
that the schools will be 
forced to lower standards to 
fill positions. 

US public school teachers 
have come to be seen, fairly 
or not. as a barrier to 
improving education. While 
57 per cent of the public sup- 
ports national standard test- 
ing for students, for 
instance, some 69 per cent of 
the teachers reject it accord- 
ing to the academic associa- 
tion Phi Delta Kappa. Teach- 
ers have also rejected 
popular initiatives such as 
longer school hours. 

The most serious accusa- 
tion against public school 
teachers is that many are 
not qualified for the job. 

This year, for the first 
time in Massachusetts, pro- 
spective teachers were exam- 
ined to see how literate they 
were and to measure their 
skill in mathematics, as well 
as the extent of any special- 
ist knowledge. Most candi- 
dates failed, with many 
either unable to recognise 
that 250,000 was the same as 
a quarter of a million, ot 
that the word “annually" is 
redundant when preceded by 
the phrase “each year”. 


The state teachers union, 
the Massachusetts Teachers' 
Association, defended its 
members. “It was the first 
time the test had been given, 
and its validity is question- 
able.” said Andrew Lyne- 
baugh. association spokes- 
man. 

Increasingly, critics blame 
the schools of education for 
allowing poorly qualified 
teachers to graduate. Amer- 
ica's teaching profession is 
heavily unionised and most 
stales still require public 
school instructors to have an 
education degree. 

A study by Richard Mur- 
nane. a Harvard professor, 
concluded that high school 
graduates with the strongest 
academic skills were least 
likely to apply to the schools 
of education. John Sflber, a 
former president of Boston 
University, accuses the edu- 
cation programmes of spend- 
ing too much time teaching 
methods of instruction and 
not enongh boosting the 
expertise of their students. 

Senator Kerry has pro- 
posed loosening standards 
for certification to include 
candidates graduating from 
other programmes. Under 
current certification meth- 
ods, even Michael Jordan 
would have a tough time get- 
ting a basketball coaching 
job at a public school. 

Teachers complain that 
they are a scapegoat for a 



John Kerry: putting focus on teachers' qualifications 


system that demands too 
much for too little. The aver- 
age annual salary of a 
teacher was $38^46. in 1996. 
according to the American 
Federation of Teachers. This 
is well below the salaries 
they might earn in many 
other professions. Teachers 
are also asking for more sup- 
port in dealing with special 
needs children who. under 
US law, must be placed in 
mainstream classrooms. 
Some 57 per cent of public 
school teachers say these 
students often disturb clas- 
ses. according to the Phi 
Delta Kappa study. 

“In our class we have two 
autistic children; two emo- 
tionally handicapped kids, 
one who has been sexually 
abused; a few others with 


learning disabilities; and one 
who is physically disabled," 
says Laura Washington, a 
teacher’s assistant in South 
Bend, Indiana. “It's not the 
best situation for learning 
for the others.” 

Supporters of the teachers 
say they are concerned that 
the profession's poor image 
will frighten away the most 
qualified applicants. Their 
critics say it is important to 
be open about shortcomings. 

“The quality of teachers is 
a problem everywhere," says 
Nina Shokraii. education 
analyst at the conservative 
think tank The Heritage 
Foundation. “It stands to 
reason that if they were bet- 
ter at their jobs, our children 
would be performing better 
cm standardised tests." 


years’ 


concerned about “the conse- 
quences of having the IMF. 
which seeks to stabilise 
international capital mar- 
kets. rely on those markets 
for funding. 

The outcome of Bill Clin- 
ton’s request for new fund- 
ing will not be known until 
September. Republicans are 
split, with Newt Gingrich. 
House speaker, pushing for 
IMF “reform” and most of 
the authorisation. 


Plan to 
help US 
poor buy 
homes 


The Ford Foundation 
yesterday announced a SSOm 
grant to help low-income 
families in the US buy their 
own houses, under a com- 
mercially backed mortgage 
finance scheme that is 
expected to provide $2bn in 
affordable mortgages over 
the next five years, writes 
Tony Walker in New York. 

The US philanthropic 
organisation has joined Fan- 
nie Mae, the nation's largest 
mortgage finance institution, 
and Self Help, a North Caro- 
lina community welfare 
group, to provide finance for 
an expected 35.000 home- 
buyers nationwide over the 
life of the pilot programme. 

The scheme is aimed at 
lifting home ownership 
among groups, principally 
minorities, whose incomes 
are insufficient to quality for 
traditional mortgage financ- 
ing. It could also encourage 
commercial institutions to 
provide mortgages to low-in- 
come families by demon- 
strating that such business 
involves acceptable risk. 

“This effort has the great 
potential to start a cycle of 
investment that will not 
only benefit homeowners 
with less savings and 
income, but also their com- 
munities. It could expand 
business for h anks as well.” 
said Susan Berresford, presi- 
dent of Ford Foundation. 


NEWS DIGEST 


COLOMBIAN ECONOMY 

Unemployment rate hits 
a 22-year high 

' Unemployment in Colombia has reached a record level since 
measuring techniques were standardised 22 years ago. and 
now ranks among Latin America's highest. 

According to figures published by the country's national 
department of statistics, the level of unemployment reached 
15.8 per cent of the workforce in June, up from 14.5 per cent 
at the end of the first quarter. The total number of unem- 
ployed is just over tm. an increase of 98,000 compared with 
figures tor March. 

"The figures confirm Colombia occupies one of the top 
places in terms of unemployment levels In Latin America." 
said Juan Carlos Feres, of the Economic Commission for 
Latin America in Chile. Adam Thomson, Bogota 

BRITISH COLUMBIA 


Native Indians clinch land deal 

British Columbia and a native Indian group have struck a pre- 
cedent-setting land treaty under which the group will gain 
ownership of about 2.000 sq km in exchange for surrendering 
ail future land claims. 

The controversial agreement, the result of years of negotia- 
tions. is the first modem land treaty in British Columbia, in 
recent years the province has suffered because of business 
uncertainty over the legal status of large parts of it. The treaty 
must still be approved in a plebiscite by the Nisga'a Indians. 
Under the treaty's terms the Nisga'a would be granted the 
right to tax. regulate land use and administer justice on their 
territory, located in file province's north-west The treaty 
would, for the first time in Canada, enable a native group to 
sell its land to a third party. Scott Morrison, Toronto 


US SENATE VOTE 


Internet gambling ban passed 

The US Senate yesterday voted to ban most forms of gam- 
bling on the Internet to block rapid growth of unregulated 
casinos and sports-betting syndicates. The bill covers most 
interactive gambling, but exempts state lotteries and games 
such as "rotisserie” sports leagues that users pay a fee to 
participate In but do not formally gamble on. The Senate 
rejected an amendment to exempt Native American casinos. 

Proponents of the bill, sponsored by John Kyi, an Arizona 
senator, said the ban was needed to tighten existing restric- 
tions on using the telephone system for gambling and prevent 
children from being Itsed into inappropriate web sites by 
unscrupulous operators. Mark Suzman, Washington 


COMPENSATION AGREED 

IBM to pay Mexico City $37m 

The Mexican subsidiary ot International Business Machines 
has agreed to pay $37.5m compensation to the Mexico City 
government after three IBM officials were accused of fraud in 
a bungled contract to build a police computer system. The 
settlement follows a damaging case in Argentina where an 
IBM subsidiary was accused of bribery in 1994 to win a 
$249m contract. Henry Tricks, Mexico City 
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When business comes 
to Turkey, 

banking comes to Iktisat. 


In a global economy, the demands of foreign trade finance require 
a reliable partner. A partner with the competence, experience 
and imagination to find the right solution for your opportunity. 

As Turkey’s full service merchant banking group, Iktisat has the 
resources, professional organization and technology to make tast, 
informed decisions to meet your trade finance needs. 

And people with the commitment to building relationships that 
lead to success. 

Find out why Iktisat is the choice in Turkey for more than 
1 ,500 correspondent banks around the world. 


iKTiSAT 

BAIKASI 

Trade Finance Since 192? 



Please call Mrs. Nebabat Timur TokgUz A.G.M, Internarional Banking 

Head Office : Buyukdere Cad- No. 165 Esemepe. 80504/lstanbul 
Tel : (90) (212) 274 11 1 f Fax : (90) (212) 27470 28 
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Mayor who made 
the mullahs see red 


David Gardner on why Iran’s conservative religious 
leaders moved against the reformist mayor of Tehran 


Gholamhossein Karbaschi. 
the mayor of Tehran jailed 
yesterday for embezzlement, 
is the most emblematic 
reformer to have emerged in 
post-revolutionary Tran in 
the past decade. 

It was he who provided the 

strategy and the organisa- 
tion b ehin d the electoral tri- 
umph of President Moham- 
mad Khatami in May last 
year - a landslide in favour 
of reform on a scale the 
regime’s har dlin e theocrats 
could not have foreseen in 
their worst nigh tmar es. 

Mr Khatami, with the 
promise of tolerance and plu- 
ralism, and government 
accountable to civil society 
under the rule of law, won 70 
per cent of the popular vote, 
burying the candidate 
endorsed by Iran's principal 
leaders. 

Stunned by their defeat, 
the conservatives grouped 
around Ayatollah Ali Kha- 
menei. the Supreme Leader, 
have taken a year to react 
and most Iranians appear in 
little doubt why they have 
singled out Mr Karbaschi. 

A newspaper cartoon 
widely circulated in Tehran 
since the mayor was 
arrested in April depicts the 
45-year-old Mr Karbaschi in 
prison garb, with his con- 
vict’s number as 2-3-1376 - 
the date in Iran’s Islamic cal- 
endar of President Khatami's 
victory. 

‘'Karbaschi was the pio- 
neer of real reformist think- 
ing in this country," says a 
leading Iranian banker. "He 


has been very bold and very 
business-like. He undertook 
the task of rebuilding the 
city, and without any call on 
public funds but subsisting 
on [Tehran’s] own reve- 
nues.” 

A junior minister allied to 
President Khatami says: “It 
is hard to find anyone who 
really believes that Mr Kar- 
baschi is guilty of the 
charges against him." He 
points out that when Ayatol- 
lah Khamenei ordered the 
mayor’s release on bail in 
April, responding to the 
threat of mass demonstra- 
tions against the judiciary as 
well as Mr Khatami’s inter- 
vention. the political core of 
the case was exposed. "If it 
was not a political case, 
there would have been no 
need .for the Leader [Mr Kha- 
menei] to get involved," he 
said. 

The proven case against 
Mr Karbaschi is his success, 
in 'transforming Tehran for 
its 10m populace over the 
past nine years and, before 
that, restoring the old Per- 
sian capital of Isfahan. 

A former seminary student 
in the holy city of Qom, he 
put aside his turban and 
went to Tehran to study 
mathematics in 1972. Jailed 
by the Shah for student 
activism, he was talent-spot- 
ted by an aide to Ayatollah 
Ruhollah Khomeini after the 
1979 revolution, and made 
governor of Isfahan after a 
spell in charge of state 
broadcasting. From there he 
became mayor of Tehran. 


In both cities, but espe- 
cially Tehran, he became 
enormously popular, and 
built up effective grassroots 
networks as well as powerful 
intellectual support. The 
leaning capital has changed 
beyond recognition, with 
new freeways and much-re- 
duced pollution, scores of 
now parks, gardens watered 
by mountain rivulets, cul- 
tural and youth centres, con- 
certs and literary competi- 
tions. 

Mr Karbaschi's methods, 
however, have been hetero- 
dox to a degree which chal- 
lenged the material as well 
as ideological Interests of the 
Islamist revolutionary elite 
and their trader allies in 
Tehran's Bazaar. This made 
him vulnerable. 

He imposed various taxes, 
especially on real estate 
developers - a significant 
economic interest of the 
mullahs and bazaaris. Even 
his support e rs admit he cre- 
ated a so-called “air tax", 
whereby constructors who 
built above the permitted 
high-rise level In the city 
had to pay for public and 
leisure amenities such as 
parks. 

Just as challenging to the 
theocrats, he pioneered the 
issue of municipal bonds, 
getting Grand Ayatollahs 
from Qom to endorse “par- 
ticipation certificates" - 
bonds where the return to 
the investor comes suppos- 
edly from the profits of a 
project rather than from 
Interest payments, which are 



World Lockerbie 
finance suspects i 




" n 


urged 


By Laura saber In New Y«fc By Jam es BuxteflteaMortfi 


K aha g c tu addressing the court last month. Supporters precfict a com eback tor Urn nun who 
mas terminded the sweep ing election victory teat year of moderate P re side nt Khateiri 


proscribed by Islam. 

But well before he threw 
in with Mr Khatami and tha 
reformist cause, Mr Karbas- 
chi had built up a formidable 
- and modem - political and- 
media machine. He was and 
remains the centre of what 
was known as the G6 faction 
of technocrats and is now 
the Islamic Republic's first 
legal political party, the Ser- 
vants of Construction, the 
second largest parliamentary 
grouping. 

This grew up under the 
protection of former presi- 
dent Hashemi Rafsanjani. 
and includes his daughter, 
the MP Faeza Rafsanjani. 
and Mohsen Nourbakhsh. 
the US -educated governor of 
the central bank. 

Eight years ago, Mr Kar- 
baschi shook up a media 
world dominated by fac- 
tional mouthpieces with the 
launch of Hamshahrl (the 
Citizen), now the country’s 
leading newspaper. 

One senior official 


describes the paper as the 
harbinger of the Islamist 
democracy the Khatami gov- 
ernment is trying to create, 
“a real conduit for the 
masses where yon could 
read about the aspirations 
and hopes of society, the real 
problems and tangible needs 
of the individual. It estab- 
lished for the first time that 
ideas of individuals could be 
communicated to others via 
the media, that people had a 
voice." 

On the anniversary this 
May of Mr Khatami 1 s elec- 
tion, tens of thousands of 
Iranians packed into Tehran 
university to fete the presi- 
dent, hut constantly inter- 
rupted him with calls far the 
resignation of Ayatollah 
Mohammad Yazdi, the 
of the judiciary behind the 
Karbaschi trial. Televised 
proceedings of the trial have 
since then been eclipsed 
only by World Cup matches. 

There is much speculation 
about what happens next 


Though some mud may have 
stuck, Mr Karbaschi’s pres- 
tige has undoubtedly been 
enhanced,, and there axe 
fears of renewed street 
clashes. The mayor is also 
known to possess extensive 
doss ie rs cm corruption and 
illicit land deals by senior 
figures inthe regime^ which 
early on' In his trial he 
threatened to make public. 
All this, some officials argue, 
points to a face-saving com- 
promise being arranged 
between Mr Khatami, 'Mr 
TTharntwri and Mr Rafsan- 
jani, who is Stm a pivotal 
player in the power struc- 
ture. 

Be that as it may, Moham- 
mad Atrianfar, the editor of 
FTamahahH is no doubt 
about the mayor’s future. 
"Karbaschi may he ousted as 
mayor but his political iden- 
tity will bis strengthened. He 
will surely remain a hero in 
public eyes and he will be 
saved fern the future. He’D 
come back.” 


Iranian long-range missile test worries the US 


By Gerard Baker in Washfagton 
and Judy Danpsey fa Jerusalem 


The US expressed concern 
yesterday at the successful 
testing by Iran of a missile 
able to hit Israel or Saudi 
Arabia as well as US forces 
in the Gulf. 

The White House said US 
intelligence had detected the 
launch on Wednesday of a 


Shahab 3 missile with a 
range of about 300 miles, 
similar to a North Korean 
RoDong missile. 

Israel yesterday called on 
other countries to step up 
measures to stop the flow of 
nuclear capability equip- 
ment to Iran, warning it 
could “destabilise” the 


region. 

"This testing by Iran just 


proves what we have said all 
along about Iran’s efforts to 
acquire nuclear capability,” 
said Aviv Shir-On. foreign 
ministry spokesman. 

Yitzhak Mordechai, 
defence minister, warned 
that Israel would “do what- 
ever it takes” to defend the 
country. According to west- 
ern defence experts. Israel 
has a nuclear weapons stock- 


pile, although it has never 
officially declared it has 
nuclear capability. Mr Mor- 
dechai added that Russia 
should “stop all the support 
it is giving Iran”. 

There is concern that 
Pakistan, which recently 
carried out several under- 
ground nuclear explosions, 
could become a supplier. 
Iran is known to have been 


working on developing a 
nuclear warhead but it is 
believed to be years away 
from building and testing 
such a weapon. 

US intelligence experts 
have believed far some time 
that Iran has bought mater- 
iel from North Korea and 
thic week’s launch sanm**! to 
confirm their suspicions. 

But the US seemed anx- 


ious to play down concerns 
that the launch might under- 
mine the recent rapproche- 
ment between the. US and 
Iran. Mike McCarty, White 
House spokesman, suggested 
the missile would not alter 
the balance of power in the 
Middle East, and would not 
derail continuing US efforts 
to open avenues of commu- 
nication with Tehran. 


the UN should help create a 
world BnandaT organisation 
to regulate. International 
standards far financial man- 
. agement and capital flows, a 
group of experts yesterday 
told the UN’s Economic and 
Social CoundL 

They said a world finan- 
cial organisation, on the pat- 
tern of the World Trade 
Organisation*. * should 
“review, establish and moni- 
tor international principles 
and -practices. .’. undertaken 
presently by ad hoc public 
and private groups with lim- 
ited membership’’. . 

Nural Islam, .chairman of 
the UN committee for devel- 
opment planning . a " UN 
think tank, said the recent 
Asian financial crisis had 
shown the need far supervi- 
sioh to create a body that, 
would monitor the situation, 
deal with the consequences 
of capital-flow volatility, and 
derive lessons from the crisis 
for the future International 
system. In the 40-page 
report, the committee said: 
“The creation of a global 
financial market has not 
seal a parallel development 
in global regulatory prac- 
tices or international safety 
nets. This constitutes a 
major gap in the Interna- 
tional system.” 

Mr. Islam said. the WFO 
would devise "acceptable 
forms of regulation far 
short-term capital move- 
ments to complement 
national measures and to 
monitor the application of 
international guidelines for 
short-twin lending and bor- 
rowing by private creditors 
and borrowers." 

Western diplomats were 
scegticaL “Where markets 
fall, there is obviously a 
need far governments to pro- : 
vide some sort of safety net 
to jo-otect investors and pre- 
serve the world economy. 
But there’s a fine line 
between monitoring a func- 
tioning market and interfer- 
ing to the extent that it 
undermines market effi- 
ciency,” said one diplomat. 


The twa Libyans accused of 
the - LockerWe ' bombing 
would -accept a US and Brit- 
ish proposal of a trial in. H w. 
Hague under: Scottish law If 
the conditions undo: which" 
it was held were fair, their 
Libyan lawyer said yester- 
day. But he said UN sanc- 
tions against Libya would 
have to be’lifted before the. 
two men 'would hand them- r 
selves over. 

The sanctions, indudn« a 
bag .on* flights to and from . 
Libya and an embargo on 
the sale of soma oil equip- 
ment. were imposed after 
Libya felled to hand oyer the 
two suspects In the bombing 
of Pan Am flight 103 in 1968. 
In which 370 people died. . , 

Earlier this week the US 
and UK governments Indi- 
cated that they might soften, 
their insistence that Libya 
hands over the two men far 
trial in Scotland, or the US 
under Scottish or. US law. ; 
But so for neither western 
country -has clarified what 
kind of trial in The Hague 
they would accept 

Ibrahim LegweU. the law- 
yer who represents Abdel 
Basset - All. Mohmen_al-Me- 
grahi and Lamea Khalifa 
Fhimah , both intelligence 
tt gwita, said : “It is natural 
that we accept a trial in The 
Hague under Scottish law if 
the conditions fora fair trial 
are provided to protect the 
rights of the two accused 
pending , "during- an d after 

the triaL" ; 

hr London the Foreign 
Office pointed out that Mr 
LegweU was the lawyer of 
the two men and was . not 
speaking: far the Libyan gov- 
ernment. It said the UN 
sanctions resolution of 1992 * 
requires the Libyan govern- 
ment to surrender the two 
man to tbe US or UK gov e rn- 
ments. •' 

Mr LegweU’s was the first 
Libyan reaction since the US' 
and UK governments said 
this week they had begun 
discussions some months 
ago on new proposals for a 
trial in The Hague. 
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WORLD TRADE 


Azerbaijan 
rejects BP 
pipeline offer 


EU TAIWAN TRADE AGREEMENT LIBERALISING MOVES WILL HELP WTO ENTRY TALKS 


Taipei cuts car tariffs and taxes on whisky 


By Jofai WJflman, 
Consumer Industries Edftor 


European consortium signs $12bn contract to build high speed rail link 


By Robert Corztaa in London 


British Petroleum and Stat- 
oil, the Norwegian state oil 
company, have offered to 
build a politically conten- 
tious oil pipeline from Baku 
in Azerbaijan to Ceyhan in 
Turkey in exchange for 
exclusive control over the 
proposed line, according to 
Azeri officials. 

Sir John Browne. BP’s 
chief executive, is said to 
have made the offer during a 
meeting in London this week 
with President Heydar Ali- 
yev of Azerbaijan. 

Mr Aliyev turned down 
the proposal saying that all 
13 members of the Azerbai- 
jan International Operating 
Company - the international 
consortium developing the 
first big foreign oil project in 
Azerbaijan’s sector of the 
Caspian Sea - should take 
part in a main export pipe- 
line. 

BP yesterday confirmed 
that it and Statoil had 
offered to take the lead In 
organising the financing and 
construction of a main 
export pipeline, but only 
within the context of the 
AlOC. It denied that the two 
companies wanted exclusive 
control of the proposed pipe- 
line: “The issue of ownership 
and opera tors hip are up to 
the Azeris to decide," said a 
spokesman. 

He said the BP/Statoil 
offer was intended to ensure 
that the project moved for- 
ward swiftly once the AIOC 
ns a whole decided to go 
ahead with the Line. 

Although there may have 
been some confusion over 
what was said in this week's 
meeting, it is clear that Mr 
Aliyev wants the main oil 
pipeline to follow the Baku- 
Ceyhan route through Geor- 
gia and Turkey to the Medi- 
terranean Sea, even though 
many industry executives 
say it would be the most 
expensive export route. 

Three possible routes for 
the “main” oil, expected to 
flow by 2003 from Baku's 
flagship offshore oil project, 
ore being studied by a com- 
mission. The other routes 



AByev: wants afl 12 consortium 
members to build plpefine 


are through Russia or 
through Georgia to the 
Black Sea. The commission 
is due to report in October, 
but Mr Aliyev has brushed 
aside suggestions that Baku- 
Ceyhan might not be their 
choice. “They will not rec- 
ommend any better route," 
he said. 

BP yesterday said Its pro- 
posal was prompted by its 
desire to see Azerbaijan in a 
position to export large vol- 
umes of crude oil as soon as 
possible in order to earn 
much-needed revenues. 

The proposed Baku-Cey- 
ban pipeline is strongly sup- 
ported by the US, which is 
keen to see Azeri oil - as 
well as crude from Kazakh- 
stan and Turkmenistan - 
flow directly to western mar- 
kets without passing 
through Russian or Ir anian 
territory. 

But international oil com- 
panies have expressed con- 
cern about Its costs. The lat- 
est studies suggest a lina 
carrying lm barrels a day 
will cost between £2£bn and 
S2.9bn, whereas swapping off 
with neighbouring Iran - 
one alternative - might cost 
a fraction of that 
In addition, AIOC execu- 
tives say Azerbaijan’s two 
“early” oil pipelines - one 
through Russia to Novorossi- 
syk on the Black Sea, and 
the other to the Georgian 
Black Sea coast - could be 
substantially expanded if 
agreement on the main off 
line was delayed. 


Taiwan yesterday took two 
Important steps to liberalise 
trade with Europe, cutting 
car tariff^ to help its bid to 
join the World Trade Organi- 
sation and ending discrimi- 
natory taxes on European 
spirits. 

It agreed to cut tariffs on 
cars imported from the Euro- 
pean Union from 30 per cent 
to 17.5 per cent by 2008- The 
reduction will be phased in 
after Taiwan enters the 
world trade body. 

Under a trade agreement 
signed yesterday with the 
EU, Taiwan also agreed to a 
package of cuts in industrial 
tariffs, improved market 
access in services and the 
removal of foreign equity 
restrictions in most service 
sectors. 

Taiwan will also cut the 
tax on Scottish and Irish 
whiskies by more than $7 a 


Taiwan’s ministry of transport 
yesterday signed a final 
contract with the Euro-Train 
consortium, led by Siemens of 
Germany, which btdds 
Europe’s inter <3ty Express 
train, and the Anglo-French 
group GEC Atethom which 
manufactures France's TGV 
bullet train, to build a S12L6tan 
high speed rail system. 

The European companies 
w» partner the Tahrah High 
Speed Rail Corporation in 


building the 340km raB 
system, Bolting Taipei with the 
southern dty of Kaoftshing. 

It is the first BOT 
(Bufld-Operate-Transferj 
project awarded by Taiwan 
and is expected to become a 
model tor further BOT 
projects the island. The 
contractor wifl run the rati fink 
after completion and pay the 
government 10 par cent of 
revenues diaing the period 
before handing over 


ownership and operating 

rights. An battel BOT plan for 
30 years of private sector 
operation was extended to 35 
years m the find contracts. 

The buBet train system is . 
planned to become- 
operationa! h 2003. Ta iw a n 
wfll use G er ma ny’s ICE 
lo como tive and France’s TGV 
system body for the tni Me t 
train. Taiwan High-Speed 
Baa’s proposal, based on the 
Anglo- Franco-German . 


Euro-Trafn system, won the 
contract altera c om petitive 
tender in which rt beat rival 
Chong- Hwa High-Speed RaB 
Consortium, which offered 
around S15.6txi to import 
Japan’s Sh infc anaen buRet 
bain technology. 

Taiwan High-Speed’s 
proposal Involved no state 
fundmg, wMta Chung Hwa 
would have obliged the 
gov ernm ent to put in some 
capital. 


litre from the start of next 
year as part of the package 
of trade liberalisation mea- 
sures. 

The deal ends Taiwan's 
discriminatory taxation of 
European whiskies^ cur- 
rently taxed more than twice 
as heavily as US. Canadian 
and Japanese brands. 

There will be an interim 


cut in duty on August 1, 
with the fall cut from Jana-' 
ary 1- Similar staging will 
apply to cognac, with the 
complete eilmmatinn of tar- 
iffs on EU spirits by 2000. 

Whisky exports earned 
Scotland a record £2.4bn 
($4bn) last year, with Taiwan, 
the ninth biggest export 
market, worth £65m. 


Because of the higher doty, 
most of t be Scotch whisky 
sold in Taiwan is at the 
upper end of the price range, 
aged 12 years and over. The 
industry hopes the tax cut 
will boost sales of standard 
blends. 

"This cut will allow Scotch 
to compete on an equal 
basis.” said Hugh Morison, 


director general of the 
Scotch Whisky Association. 
“It creates a huge opportu- 
nity for farther increases in 
sales." 

The trade agreement also 
offers the industry hope of 
greater protection against 
counterfeiting and look- 
alikes. Taiwan has promised 
to introduce tougher protec- 


tion on the labelling, origin 
and quality of European 
spirits and wines. 

The ending of discrimina- 
tion against Scotch in 
Taiwan follows similar 
moves in Japan, which last 
year began to equalise 
spirits duties following a rul- 
ing by the World Trade 
Organisation. The WTO is 
expected to report an a com- 
plaint against Korea on the 
issue next week. 

Signature of the agree- 
ment with the EU removes 
another obstacle to Taiwan’s 
membership of the WTO, 
which Taipei wants to com- 
plete by the end of. the year. 
A trade accord was signed 
with the US in February. 
The EU was the last of the 2S 
trading powers which' 
requested bilateral talks 
with Taiwan, which must 
now negotiate with a multi- 
lateral working party and 
gain approval Cram all WTO 
members. ... 


Internet names pose 
quandary in Geneva 


US to seek WTO ruling 
on EU banana plans 


By Frances Wfatanis 


Top Internet policymakers 
and industry leaders from 
the US and Europe meet in 
Geneva today and tomorrow 
in a drive to make progress 
on a new international sys- 
tem for assigning network 
names and addresses. 

The meeting, being held 
on the sidelines of the Inter- 
na Society’s annual confer- 
ence, will try to flesh out 
proposals by the US Com- 
merce Department in a 
paper last month. 

These call for establish- 
ment of a nonprofit corpora- 
tion to manage the sy stem 
from October L when Net- 
work Solutions Inc (NSU, a 
private US company, loses 
its US government monop- 
oly. 

The paper proposed an 
international board to repre- 
sent global internet interests 
including industry and con- 
sumers. 

But it Ml the details to 
the private internet commu- 
nity to work out. Today's 


meeting is one of a series 
that will continue in Singa- 
pore next month and in the 
US in September. 

The European Union has 
said ‘it Is prepared to go 
along with the paper, pro- 
vided Europe is adequately 
represented on the hoard 
and that EU competition and 
trademark law continues to 
apply.- 

Australia and other coun- 
tries have taken a similar 
line. 

According to draft bylaws 
published by the Internet 
Assigned Numbers Author- 
ity (Tana), the body manag- 
ing the current address sys- 
tem on behalf of the US 
government, no more than 
half the board of the "New 
lana" would be from any one 
region. 

More controversial Issues 
relate to management of the 
internet address system 
itself where the internet 
community is deeply split 

Last year a number of 
internet companies from the 
US and elsewhere agreed a 


new registration system, in 
co-operation with the Inter- 
national Teleco mmuni cation 
Union and the World Intel- 
lectual Property Organisa- 
tion, two Geneva-based UN 
agencies. 

The system, which is 
already partially in place, 
would permit competing reg- 
istrars to register interna- 
tional Internet addresses 
under tire surveillance of a. 
non-profit- making Council of 
Registrars (Core). 

In addition to the three 
existing so-called generic top 
level domain names (-com, 
met, .org) now allocated by 
NSl seven new ones -would 
he added to ease congestion; 

Nearly 90 or so prospective 
registrars have' already 
signed up but launch of the 
scheme was blocked by com- 
peting US proposals. The lat- 
est US plan -leaves room for 
the Core system or some- 
thing like it to operate under 
the auspices of the New 
lana, but there Is so far no 
consensus- on- how this 
would work in practice.' 


By Ranees WROams fa Geneva 


The US and five Latin 
American banana producers 
said yesterday they would 
ask for the European 
Union's revamped banana 
import regime to go back- to 
a WaridTrade Organisation 
panel for a ruling. 

EU ministers agreed last 
month to change the regime 
to comply with an earlier 
WTO judgment that the EITs 
banana import roles unfairly 
diHThnhwtei against Latin 
Ame ri can producer and dis- 
tributors. 

However, the six countries 
that brought the original 
complaint say the new sys- 
tem is just as discriminfftcffy 
as the .first and plan to 
invoke WTO rules letting the 
panel -reconvene to role on 
any proposed settlement^. . 

This woold.be the first 
time a panel has been a sk ed 
to judge a disputed settle- 
ment ft represents unchar- 
ted legal waters far the 
WTO, though US officials 
said yesterday that Washing- 


ton had the right to insist on 
a panel if the EU refused. A 
• formal request could be 
made at the next Dispute 
Settlement BodyXDSB) meet- 
ing in September. 

EUoffirials told the WTO 
dispute settlement body yes- 
terday that the new rules 
would ’ come into force on 
January 1 1999, within the 
time limit set by .the WTO. 
BrOSSelS, Which maintaina 
that its scheme is fully WTO- 
consistent, has hot yet 
decided its response to the 
paneLpropasaL 
.'The new ' banana import 
regime continues to 'favour 
bananas from African, Carib- 
bean andPactfic (AGP) pro- 
duces with duty-free access 
but enlarges the quotas for 
Latin American bananas »hri 
changes ' the controversial 
system for allocating import . 
licences. The EU has bo?q ' 
attempting to find how to ' 
have a single market for 
bananas in compliance with 
WTO obligations and also 
respect its LomA agreement 
with AGP countries. 


Charlene Barshefsky, US 
trade representative, has 
threatened the EU with 
retaliation through the WTO 
if Brussels goes a£ead with 
the scheme asr planned- 

• The DSB established dis- 
pute panels to rule an com- 
plaints by flanaiHfl and Brazil 
against subsidies to the otb- . 
er’s aircraft industry. The 
dispute involves rival 
regional aircraft manufac- 
turers Embraer of Brazil and 
Bombardier of rianada The 
panels will have to report 
within three months under 
speeded-up procedures in the 
WTO's subsidies agreement. 

• The DSB also -established 
dispute panels to role on EU 
complaints ‘ag ains t » South 
Korean restrictions on dairy 
imparts, and against Argen- 
tina chi footwear import 
curbs. -• 

However, the US blocked a 
first request by the EU for a 
panel to rule on US tax 
breaks far exports through 
socalled Foreign Snfag Cor- . 
porations which- Brussels - 
puts at $2bn a yean 
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Brazil Workers’ party scorns ignorant 5 minister 


By Geoff Dyer in Sao Paolo 

Brazil's leftwing Workers’ 
party yesterday branded 
Peter Mandelson, minister 
without portfolio in the UK 
government and a close allv 
of Tony Blair, the prime 
minister, a vulgar propagan- 
dist 

Luis Inacio Lula da Silva, 
the party's presidential can- 
didate, has written to Mr 
Blair to complain about Mr 


Mandelson’s behaviour on a 
visit to Brazil earlier this 
week when he accused the 
party of being ‘'outdated". 

In a separate statement, 
the party said Mr Mandel- 
son's comments had 
revealed “a profound igno- 
rance" about B razil. “They 
provide evidence of a colo- 
nialist mentality which is 
ridiculous in the context of 
the decadence of the old 
empires," said Jos£ Dirceu, 


the party's president. Mr 
Mandelson’s proposals 
sought solutions for complex 
socio-economic problems 
through "vague marketing 
formulas". 

The furious reaction 
comes as the party begins 
campaigning for the Brazil- 
ian general elections in Octo- 
ber. Mr da Silva, otherwise 
known as Lula, is a distant 
second in the polls behind 
Fernando Henrique Cardoso, 


the Incumbent centre-left 
president. 

Mr Mandelson. widely 
expected to be promoted to 
Mr Blair’s cabinet in an 
imminent reshuffle, claimed 
to see in the FT everything 
that had been wrong with 
the UK Labour party of old-' 
In an interview in S5o Paulo 
on Wednesday, he said the 
PT had not ‘modernised its 
structures, either in terms of 
internal democracy or in 


terms of its outlook". 

Blair aides in London yes- 
terday denied that Mr 
Mandelson had intervened in 
the Brazilian election or 
attacked Lula. On his return 
to Britain yesterday, Mr 
Mandelson praised Mr Car- 
doso who. be said, was 
largely responsible for Bra- 
zil's transformation into a 
mature and economically 
successful democracy. 

He said that the only 


people criticising him were 
the “old wing" of the Work- 
ers Party. Mr Cardoso is a 
former Communist and exile 
from the military dictator- 
ship, who has embraced the 
market while trying to pro- 
mote greater social justice. 
The PT. however, has 
opposed the liberalisation of 
the Brazilian economy. 

Mr Mandelson was in Bra- 
zil to launch a translation of 
Mr Blair's book New Britain. 


MANUFACTURING INDUSTRY ANALYSTS WARN OF HEAVY JOB LOSSES AMONG VEHICLE COMPONENTS COMPANIES 


Strong pound cannot take all the blame for car 
company’s discomfort, writes Haig Simonian 


By Robert Peston In London and 
Jtfet Jowtt in Birmingham 

Gordon Brown, the chan- 
cellor of the exchequer, yes- 
terday attempted to distance 
the government from respon- 
sibility for yesterday's deci- 
sion by Rover to shed 1,500 
jobs by blaming the compa- 
ny's inefficiency. 

“There is absolutely no 
doubt that productivity is an 
issue here", the chancellor 
told the Financial Times. 
“Anybody who has looked at 
the productivity problems of 
the British car industry and 
the comparisons between dif- 
ferent sectors of the industry 
and different companies in 
the industry knows that pro- 
ductivity is an issue." 

Rover, a BMW offshoot, 
told its workforce of 39,000 
that the job losses were 
needed to offset the Impact 
of the overvalued pound. Mr 
Brown said he understood 
“people’s worries about the 
pound.” But there was “no 
doubt that productivity is an 
issue and unless we lace up 
to the fact that we have a 
productivity gap with our 
competitors then we will as 
a nation be failing to meet 
the challenges of the future." 

Against the D-mark, ster- 
ling had risen “only 4 to 5 
per cent" since the general 
election and “if you look at 
it in relation to the dollar 
that is virtually unchanged 
over the last year." 

He bad no doubts about 
the long term benefits of 
transferring control over 
interest rates to the Bank of 
England; which is widely 


seen as responsible for ster- 
ling's strength. 

“I am going to continue to 
support the Bank of England 
in the difficult decisions it 
has made." he said. “What I 
think is quite ridiculous is 
that, either people are say- 
ing the Bank of England’s 
terms of reference have got 
to be changed, or alterna- 
tively people are saying the 
Bank of England should 
never have been made inde- 
pendent" 

In the wake of the Rover 
announcement motor indus- 
try analysts warned that 
more than 15,000 jobs in the 
UK automotive components 
sector could be lost within 
three years. They blamed 
structural problems in the 
UK industry, dominated by 
too many small players, 
aggravated by the strength 
of sterling pushing up expert 
costs and making- imports 
much cheaper. 

Decisions by Rover, Nis- 
san, General Motors and the 
Leyland Daf commercial 
vehicle company to source 
more components outside 
the UK will take £500m- 
£600m a year out of the 
national economy, said the 
international automotive 
unit of KPMG, the consul- 
tancy firm. 

“You’re going to see some- 
where around $lbn of sales 
going overseas and not a lot 
coming back,” said Mike 
Woodward, director of the 
Birmingham-based KPMG 
team. “That’s somewhere 
between 5 and 10 per cent of 
what people produce in the 
UK components sector." 


R over’s decision to seek 
1.500 redundancies was 
not entirely surprising 
to manufacturers battling 
the strong pound. In April. 
Nick Reilly, chairman of the 
VauxhaU offshoot of General 
Motors, decided to forego his 
£160,000 basic salary for a 
year to persuade employees 
to accept a radical three-year 
wage deal, including a link 
to the sterling-D-Mark 
exchange rate in its final 
year. 

But Rover’s decision to 
eliminate “at least" -1,500 
jobs is particularly ironic. 
One of the company’s 
achievements since its acqui- 
sition by BMW of Germany 
from British Aerospace in 
1994 has been to raise 
exports. In the past four 
years, a re-energised Rover, 
boosted by keenly awaited 
new models, has reappeared 
in markets such as Brazil 
and Argentina, long aban- 
doned by former manage- 
ments. 

Based on greater confi- 
dence. better models and 
stronger financial backing 
from BMW than from any 
previous parent that deter- 
mination to make up for lost 
ground has borne fruit 
Rover’s sales outside the 
UK climbed to 290.000 units 
in 1997, from 237.000 in 1995. 
Exports now account for 57 
per cent of output In some 
markets, the rise has been 
spectacular Rover is now 
one of the leading importers 
In Italy; in Germany, sales 
have virtually doubled, 
albeit from a very low base. 

However, at current 
exchange rates. Rover’s cars 
have become less competi- 
tive. especially whan Japa- 
nese and Korean models 
have gained an edge because 
of Asia's currency turmoil. 
Rover has been cushioned by 
long-term currency hedges. 
However. Walter Hasselkus, 
its BMW-appointed chair- 
man. admits even the best 
currency hedges expire. 


exposing the company to the 
full impact of the strong 
pound. 

Mr Hasselkus yesterday 
told representatives of trade 
unions with workers at 
Rover “We have been pro- 
tected from the effects of the 
strong pound by forward 
buying of currency, but this 
protection cannot last for- 
ever. The time has come 
when we must take action.” 

But Rover cannot shift all 
the blame on to the 
exchange rate. In the UK. 
which accounts for the big- 
gest slice of sales, its results 
have been more mixed. 

While UK sales have risen 
in absolute terms - in some 
years at least - the company 
has failed to keep pace with 
a fast-rising market Rover’s 
UK share has slipped below 
10 per cent It is currently 9.7 
per cent 

Rover executives argue the 
slide reflects a deliberate 
shift away from low margin 
business, such as sales to 
dail y rental companies. They 
say BMW's strategy to posi- 
tion Rover as a premium 
brand means it is profit, not 
market share, that counts. 
But they say that earnings 
are also under pressure in 
the home market as the 
strong pound has allowed 
brands from outside the UK 
to undercut it comfortably. 

While largely true, that 
ignores the fact that Rover’s 
products have not helped it 
confront the opposition. New 
models, such as Land 
Rover's Freelander. the 
Rover 200 and the MGF 
sports car, have done welL 
But in other, bigger seg- 
ments of the market, cars 
such as the Rover 400 and 
600 have failed to make an 
impact. 

Product-led recovery will 
accelerate this year, with the 
launch of the Land Rover 
Discovery and Rover's big 
new saloon, probably to be 
called the 75. These are 
among the first developed 
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The UK trade deficit with the rest of the world widened from 
£1d4tm in Aprfl In £1-86bn (£L06bn) in May, the Office for National 
Statistics said yesterday, Hchsd Adams writes. May's figure was 
better than the £ 2.1 bn shortfall pretficted by analysts but was t 
the largest monthly deficit stece July 1990. May's deficit was below 
expectations owing to a lower than expected trade gap with the 
European Union. The EU deficit was just £300m, had of ApriTs 
figure, and the lowest since January. 


entirely under BMW’s own- 
ership and should reflect the 
depth of engineering talent 
at Rover's German parent 

However, neither car is a 
mass market model, mean- 
ing their impact on sales, 
even if very successful will 
be limited. In the meantime. 
Rover has suffered the 
impact of dropping the 100 
(the former Austin Metro). 
In spite of its age, more than 
40,000 of the model were sold 
last year. 

Only the arrival of big sell- 


ing new models will give 
Rover’s sales a real boost. 
That will not be happen 
until late 2000 for the new 
Mini , and even later for the 
replacement for the 200 and 
400. 

Until then. Rover faces a 
rough ride, made even less 
comfortable by the strength 
of sterling. But the currency 
Is by no means the only 
cause of Rover’s current dis- 
comfort 


BMW results, Page 17 


Concern on blood product 
after research claims 


By David Pflfing In London 

The Department of Health 
called an emergency meeting 
yesterday to discuss claims 
that a widely used blood 
product may be killing GOO 
patients a year in Britain. 

Hie department said it bad 
taken the “unusual step" of 
forming a joint working 
party of the Medicines Con- 
trol Agency and the Commit- 
tee on Safety of Medicines to 
study scientific research 
questioning the safety of 
h uman albumin solution. 

The research, to be pub- 
lished in today’s British 
Medical Journal, says there 
is evidence albumin 
increases the risk of death In 
patients by 6 per cent and 
may have caused thousands 
of deaths since its introduc- 
tion 50 years ago. 


Albumin, which is used 
worldwide to treat people 
with injuries and bums, is 
given intravenously to about 
100.000 patients in the UK 
each year. It is manufac- 
tured from donated blood. 

Unlike scares over the 
transmission of HIV or CJD 
in blood, fixe suggestion with 
albumin is that the product 
itself may be dangerous. 
Albumin is used to replenish 
protein levels in patients 
who have lost blood or who 
are severely malnourished, 
usually after a period in 
intensive care. 

“We are taking this very 
seriously," the department 
said. “We don’t know if 
[albumin] is causing addi- 
tional deaths and, if it is, 
why It is doing so." 

It said senior ministers 
were aware of the review 


and that action could 
include tightening the use of 
the product or banning it 
altogether. 

Phil Alderson, . deputy 
director of the Cochrane 
Centre which produced the 
BMJ paper, said a review of 
more than 1.400 patients in 
three categories showed that 
“using albumin seems to 
cause a higher death rate 
than not using it”. 

The BMJ paper concluded: 
“We found no evidence that 
albumin reduced mortality 
and a strong suggestion that 
it might increase the risk of 
death in [some categories of] 
patients.” 

The review looked at data 
for patients with severe 
bums, those in intensive 
care, and those who had lost 
blood after accidents or sur- 
gery. 


Auditing regulator issues 
warning on prelims’ change 


By Jim KeUy, 

Accountancy Correspondent 

Companies encouraged by 
regulators to speed up their 
year-end annual reporting 
timetables and expand pre- 
liminary announcements 
(“prelims") were yesterday 
warned that they still 
needed to get auditors to 
agree that the figures are 
reliable. 

The Auditing Practices 
Board, the audit regulator, 
said it supported a recent 
announcement by the 
Accounting Standards Board 
urging companies to publish 
data more quickly and at 
greater length - but that 
reliability was paramount. 

The auditing board's guid- 
ance, to be published next 
week, will be seen as an 
attempt to stiffen auditors’ 


resolve not to agree to pre- 
lims until the the audit is 
“sufficiently advanced" to 
make it likely the figures 
will match the final results. 

“It is vital to the efficient 
operation of the market that 
the financial information 
contained in the preliminary 
announcements is reliable," 
said Ian Plaistowe, chairman 
of the aniHting board. 

The auditors’ attitude will 
be seen as overly defensive 
by those who believe the pri- 
ority is for companies to get 
information quickly to the 
stock market - as long as 
the core of the audit has 
been completed. 

But privately auditors are 
concerned that the ABB is 
over-enthusiastic about 
developing prelims into 
early versions of tbe foil 
accounts which can be sent 


quickly to shareholders and 
analysts - if necessary on 
the internet 

There has been concern 
that the ASB had overplayed 
the advantages of speed to 
companies but underplayed 
the necessity for (feta to be 
completely reliable and con- 
sistent with the full annual 
report and accounts. 

Under the Stock Exchange 
listing rules auditors have to 
agree to prelims being made 
- if they disagree with the 
contents they can take legal 
advice to notify the Stock 
Exchange of their concerns. 

Tbe ASB, with the backing 
or leading companies and the 
Stock Exchange, wants pre- 
lims expanded and results 
accelerated to within 60 days 
of a company’s year-end - a 
deadline missed by many 
large companies. 


Rationalisation is final chapter in a colourful banking history 


Clay Harris looks v Tck at the fortunes of 
Henry Ansbacher, the City of London 
bank now owned by South Africa’s RMB 
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H enry Ansbacher, the 
century-old City of Lon- 
don merchant bank, is 
to be reduced to a brand 
name for private banking 
and offshore asset manage- 
ment under the sl imm ing 
regime enforced by its South 
African owner. 

Ansbacher’s entire UK cor- 
porate finance department 
has been jettisoned, conclud- 
ing a colourful history dur- 
ing which the bank counted 
the publishing tycoon Robert 
Maxwell as a client and 
made a cameo appearance In 
the Guinness aff air. 

Other Ansbacher activities 
such as lending and trade 
finance will be brought into 
line with the South African 
focus of First Rand, the 
merged financial services 


vehicle of Anglo American 
and RMB Holdings. Ans- 
bacher had been owned by 
Anglo’s First National Bank 
of Southern- Africa since 
1S92. But since the First 
Rand d eal in March this year 
it has answered to new 
bosses at Rand Merchant 

Rank. 

RMB, the country’s largest 
Investment bank, wants all 
its activities to have-a. South 
African dimension, accord- 
ing to Nicholas Banszky, 
managing director of the 
RMB International mergers 
and acquisitions arm. 

“Our clients in South 
Africa are blue chips," Mr 
Banszky said. “We really 
didn't see a place for [Ans- 
bacher’s] high-risk and low- 
value activity. It’s not our 


cup of tea.” Ansbacher’s bal- 
ance sheet would be mar- 
shalled to finance acquis- 
itions by - South African 
companies and its current 
loan book would, he said, be 
“refocused". 

But RMB saw an impor- 
tant role for Ansbacher in its 
asset management arm, 
which manages RIOObn 
(515. 4bn) within South 
Africa. Ashburton Jersey, a 
Channel Islands subsidiary, 
manages £500m in offshore 
money for South Africans. 

“If you’re a company, 
you’ll be talking to RMB. if 
you are a very rich person, 
you’ll be talking to Ans- 
bacher," Mr Banszky said. 
“Private banking is an area 
we’re very excited about. 
Seventy per cent of. [Ans- 
bacher's] revenues come 
from offshore trust act- 
. ivities." 

Before FNB bought full 
control in 1992, Ansbacher 


was controlled by Pargesa, 
the Swiss investment group, 
and Groupe Bruxelles Lam- 
bert Together owning 62 per 
cent, they were the latest in 
a parade of strategic inves- 
tors since the late 1960s. 

Ansbacher’s deals were 
often tinged with contro- 
versy. It acted for Robert 
Maxwell's BPCC in rancor- 
ous takeover bids for John 
Waddington and Extel. It 
also advised Milbury. a com- 
pany controlled by Jim 
Raper. in its takeover of 
Westminster Property Group 
in 1983. 

Mr Raper was condemned 
as “a dominating and 
unscrupulous man” by a 
1988 Department of Trade 
And Industry report into the 
deal and subsequent corpo- 
rate collapse. Ansbacher's 
role was also criticised. 

A 1988 Ansbacher internal 
report on the bank's corpo- 
rate finance deals in 1986 


found that the Takeover 
Code had been “widely 
ignored in respect of false 
markets and indemnities”. 
Later in 1988, the Takeover 
Panel censured Ansbacher 
during another bid. 

But the Guinness affair 
was a watershed. Two of 
Ansbacher’s clients bought 
shares after receiving an 
offer of indemnity from Mor- 
gan Grenfell, Guinness's 
financial adviser. The Bank 
of England later forced Lord 
Spens to resign as managing 
director. In 1993, be won a 
full acquittal on charges 
arising from tbe sharesup- 
port operation and is suing 
the Bank over its role in 
forcing him out 

In subsequent years, Ans- 
bacher took a much lower 
profile. But even at tbe end, 
there was a cloud. It 
emerged last week that the 
Securities and Futures 
Authority was looking into 


the role of Ansbacher's cor- 
porate finance head. Jack 
Pryde, and another director. 
Toby Hayward, in a 1998 
takeover when they worked 
at another bask. New man- 
agement at Utilitec, the engi- 
neering services group cre- 
ated by the deal in question, 
bad swiftly dropped Ans- 
bacher as its adviser. 

By the end, only five 
companies with foil London 
listings still named Ans- 
bacher as their financial 
adviser. Last year. 
Tottenham Hotspur and 
Manchester United, the foot- 
ball clubs, and Tandem 
Group, the bicycle maker, all 
dropped Ansbacher. 

One of its remaining corp- 
orate ri feotK said it was dis- 
appointed by Ansbacher's 
withdrawal, but two others 
said its disappearance was 
“no great loss" - a reaction 
unlikely to prompt second 
thoughts at RMB. 


NEWS DIGEST 

PUNISHMENT BEATINGS 

N Ireland parties urged to 
renounce all violence 

Political parties with links to paramilitary groups should be 
barred from the Northern Ireland assembly until "punishment 
beatings” in the region cease, the opposition Conservative 
party said yesterday. Andrew Mackay. the party’s chief 
spokesman on Northern Ireland, said in the House of Com- 
mons that people were not safe even though although repub- 
lican paramilitaries and their pro-British rivals were observing 
ceasefires. 

He said there had been more than 100 punishment beatings 
blamed on paramilitaries m the past year. Mr Mackay insisted 
that Sinn Fein, the political wing of the Irish Republican Army, 
and parties linked to "loyalist” paramilitary groups should be 
required to renounce all violence before their representatives 
could sit in the assembly. 

“We are all grateful that there is a ceasefire, but tn the case 
of the IRA they described it as a cessation of military activi- 
ties,” Mr McKay said. “Yes. they have stuck to their word in 
that there are not any military activities, but there is absolutely 
no doubt that there are civil activities." 

MICROSOFT 

Manual covers are stolen 

PoHce are investigating the theft of 1 15,000 Microsoft soft- 
ware manual covers from one of the few UK centres author- 
ised to replicate the company's programs. The manuals were 
intended for use with Windows 98. the latest version of Micro- 
soft's personal computer operating system. The retail value of 
the stock which could be made up by combining counterfeit 
CD-ROM software with the genuine manual covers would be 
about £6.5m (SI 0.7m), said David Gregory, Microsoft's anti- 
piracy manager. 

He said the stolen covers could be identified by nine digit 
numbers printed on the front. The numbers ran between 
353888000 and 353977999 and 714571000 and 714595999. It 
is the second time that Microsoft stock has been stolen from 
its factory In central Scotland. Last November, armed thieves 
tied up security guards and made off with about £9.6m worth 
of software and more than 200,000 Microsoft “certificates of 
authenticity”. Alan Cane, London 

LOCKHEED MARTIN 


Delivery to RAF nears 

The delay ad delivery to Britain of 25 C-130J transport aircraft, 
the latest version of the Hercules, moved a step closer yester- 
day with Lockheed Martin’s announcement that it had over- 
come de-ldng problems following three weeks of tests. The 
tests were carried out to meet US Federal Aviation Adminis- 
tration standards. The C-130J is now expected to win FAA 
certification in the summer and the first delivery for UK testing 
is likely to be this August 18 months late. 

The aircraft previously had software and stalling problems 
which have also been overcome. The C-130J, for which the 
Royai Air Force is the first customer, is now due to go Into 
service with the RAF next year. Alexander NicoH, London 


CENDANT ACOUISmON 


Concession to sacked chief 

The RAC has patched up its disagreement with Its sacked 
chairman, Jeffrey Rose, clearing the way for a members' 
meeting to approve the sale of its motoring services division 
to Cendant of the US for £450m ($742.5m). Mr Rose, who 
was dismissed after canvassing members about a break-up of 
the 101-year motoring organisation without the approval of its 
board, has been offered the post of vice-president and a life 
membership of its two gentlemen’s clubs. 

The RAC's 12,000 “full members" - members of its club- 
houses in and near London - will receive £33, 000- £35,000 
each as a result of the sale. Mr Rose was not opposed to the 
sate, and his attempt to dismiss the current board and 
replace it with one of his choosing was ruled out of order in 
the High Court in London test month. 

But he had been seen as a focus of protest against the 
board, and the RAC was keen to end the dispute before the 
Cendant deal was put to a members' meeting on August 12. 
The RAC expects members to back the sale to Cendant at 
the August meeting because of the windfall they will enjoy 
and because of the strength of support for the break-up plan 
at the June meeting. Then, 99 per cent of members who 
voted were in favour. Charles Batchelor, London 


SPORT SPONSORSHIP 

Axa backs soccer contest 

Axa, the French insurer, has taken over from Lrttlewoods as 
sponsor of soccer’s FA Cup. The company will pay £25m 
($41 m) to the Football Association over four years, Cllm 
more than Uttiewoods, first sponsor of the competition, paid 
over the same period. The value of almost all soccer sponsor- 
ships has risen sharply in recent years. Bass, the brewer, paid 
£23m this summer to rename the less prestigious League Cup 
the Worthington Cup for five years. Worthington Is a beer 
brand. 

Axa is expected to spend an additional £15m or so in foot- 
ball to support its sponsorship. The name of the trophy will 
not change, although It will now be known officially as “the 
Axa-sponsored FA Cup*. Simon Kuper, London 


HOMOSEXUAL AGE OF CONSENT 

Government may drop measure 

The Government Indicated last night that it was ready to 
abandon moves to reduce the homosexual age of consent 
from 18 to 16. The House of Lords, the unelected upper 
house of parliament voted heavily against the change late on 
Wednesday. 

The prime minister’s official spokesman said yesterday: "For 
the thing to go back to the House of Lords I think we would 
have to be pretty sure It was not going to get overturned. We 
have to live in the real world.” 

A bishop in the Protestant Church of England said yester- 
day that he was "saddened" by the House of Lords vote. The 
bishop of Edinburgh, the Right Rev Richard Holloway (pic- 
tured), claimed that despite a church ban on practising homo- 
sexuals in the clergy, there were "hundreds* of non-celibate 
homosexual priests in the Church of England. 
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BUSINE S S LUNCH M ARTIN SORRELL 

A little clerk 


at the heart 


of a big 


company 


Lucy Kellaway finds 
that the boss of WPP 
does not consider 
himself either 
successful or powerful 


KK| Martin Sorrell and I bad 
mAM been together barely one 
iitJ minute and already he 
was living up to his reputation 
for precision. He had just dis- 
missed his driver, ann ouncin g 
that we would walk from the 
modest WPP offices to Mark's 
Club in Berkeley Square, London. 

It’s only two steps away. I said. 

“Let’s be accurate,” he cor- 
rected me. “It’s a three to four 
min utebrlsk walk." 

The tiny boss of the world’s 
second biggest marketing com- 
pany and I set off at a cracking 
pace along the Mayfair back 
streets. Although he was friendly 
and e n gagin g he did not seem 
relaxed, somehow. I could feel his 
meter ticking away. 

How many people does he 
know in this dub? He glanced 
briefly at the selection of busi- 
nessmen talking in low voices. 

“I do not know anyone in the 
room. It just goes to show how 
nondescript I am. A boring little 
clerk.” He gave a self-conscious 
laugh. “I couldn’t tell you who 
the pictures are on the wall, 
either.” 

Martin Sorrell takes great plea- 
sure in telling people how boring 
he is. The drink he ordered - still 
water, no ice. no lemon - was in 
keeping with the image. Yet the 
boring bit is surely phoney - just 
as phoney as Mark’s Club itself, 
which pretends it has been 
around forever. 

Mr Sorrell explained that the 
reason the place was so success- 
ful was that the owner (who also 
started Annabel’s nightclub) has 
resisted the desire to grow ever 
bigger. 

I pointed out that Mr Sorrell 


himw»if had spectacularly failed 

to resist the same urge. Since 
taking over the shell company 
Wire and Plastic Products 13 
years ago. he has bought a whole 
succession of businesses and 
become very big indeed. 

He laughed, but quick as a 
flash assured me that WPP owns 
some gwmii businesses as well as 
big ones. Our lunch was becom- 
ing a competition and I suspected 
I would not be allowed to win a 
single point. 

He was anxious to order right 
away. He chose a salad, a grilled 
piece of fish, some runner beans 
and more still water. Ota. and a 
glass of wine to keep me com- 
pany. Evidently not a hedonist, 
then. 

We started to talk about busi- 
ness schools - he Is a Harvard 
alumnus, and is now actively 
involved in four schools. “In 
Britain there is a fairly snooty 
attitude to business education. I 
happen to think it is important.” 
he said. He told me about an 
article that be had written in 
Management Today in December 
1966 (by now I was not surprised 
that 32 years later he could sup- 
ply the exact date): *T wrote that 
the reflex action of someone with 
a first class degree from Oxford 
or Cambridge was to go into the 
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Sorrel: *1 check ever y t hi n g. Pm pro bab ly a bit too nosey. I Bee to know w hat' s going on* 


Stawnrt Goldstein- 


mg It, or did he look pleased 
when I said that I, too, had not? 

We moved downstairs to the 
restaurant and he started to tell 
me that bis Harvard Business 
School class had recently had a 
reunion. 

Was he the most successful 
person in his year? 

"I’m not successful,” he 
replied. 

Come off it, I said. “There’s so 


which led to frtm quitting his job 
as fliwnw director Of Saatrihi & 
Saatchl - he has built op a big. 
thriving company. 

Bui nothing doing. He amply 
does not see it that way. 

Surely your mother is proud of 
you, I asked, clutching at st ra ws. 
He owned that she was, and mul- 


money was only valuable to Mm 
as an index of bow- well he was' 
dning 

So if money does not change 
one’s outlook, does power? - 

It seems Martin Sorrell does 
not see himself as powerful 
either. Instead he gave me a lec- 
ture on the uneven balance of 


tered something about her being power in the madia industry. 


1 think everyone is creative. Look, we are 
the gatekeepers, a co-ordinating device 
for creative resources in the brand’ 


dvil service but not to go into 
business.” 

Did he get a first class degree 
at Cambridge, I interrupted. 

"No, a pom- Z2." He laughed, 
but in a way that made me won- 
der whether he really thought it 
a laughing matter. 

A minute or two later he asked 
if I had got a first Was I imagin- 


much more 1 could do,” he 
insisted. 

“We’ve got to get the portfolio 
focused more on growth areas 
both geographically and function- 
ally.” This led to a detailed analy- 
sis of the state of the market 

I reminded him that since hav- 
ing what he has jokingly refered 
to as his male menopause at 40 - 


a classic Jewish moths:. “I was 
her las t chance,” he said, explain- 
ing that he was raised as an only 
rhflri , his brother having died at 
birth. 

As he wouldn’t admit to being 
successful, I tried to get him to 
admit to being rich. After all, he 
has got some £25m ($15.6m) odd 
of share options which he can 

cash in nest year. 

He hummed and hawed a bit 
so I asked: is it corrupting to 
have so much money? 

He put his fork down and 
stared at me, thunderstruck. 

“WowT he said. 

I felt foolish, and started to 
backpedal He told - me that he 
has very modest tastes, which is 
probably true. He also said that 


I drained my wine glass and 
noted that he had hardly touched 
his. Does he mind when suppos- 
edly creative people in. the adver- 
tising industry describe him as a 
being a bean counts? 

. *1 think everyone Is creative,” 
be said. “Look, we are the gate- 
keepers. a coordinating device 
for creative resources in the 
brand.” In other words he doesn’t 
really think he is dull at alL 
With more conviction he told 
me how exciting he finds his 
business. He reded off the names 
of his top 10 clients, described 
how their businesses were chang- 
ing every minute, how WPP was 
in the middle of it And at the 
middle of that is Mr Sorrell him- 
self, who gets to the office at the 


crack of dawn, stays till late and 
then spends the -rest of his time 
p- ma fling New York and the &r 
east. “I check everything: I’m 
probably a bit too nosey. I like to 
know what’s going an.” 

Because the world is changing 
so quickly, he says, there is never 
time to enjoy anything because 
you are on to -the next thing. 

I suggested this inability to 
stay still could be a matter of 

pgsonality.. - 

“You mean I'm just very inse- 
cure?” he said quickly. 

No, I said, too polite to agree. It 
is just that you can't stop taking 
on more challenges. 

“Maybe, maybe." he agreed. 

Don’t you ever relax? I went on. 

“No". He looked me straight In 
the eye. “No, I don’t" But then 
he thought and added: "WhenFm 
playing cricket - maybe.” 

Is he formidable at that? 

“NO; stodgy. Bcycottian Is the 
best adjective.” 

I said that I didn’t know any- 
thing about sport. He looked 
shocked np»i" 

“But it’s a very important mar- 


keting medium,” he protested. • 

A ichor? -• •••- 

He repeated the phrase slowly 
and precisely. “Sport is very 
important from a commercial 
paint of view,” he went an. “It’s a 
good way of communicating." 

Mr Sorrell -declined pudding 
and ordered apot of mint tea. 

“Is there anything rise you 
want to know?" he asked. 

I enquired, what he was up to 
Ibr the rest of the day. He took a . 
little Economist card out of his 
pocket and reeled off a series of 
meetings. 

“So what are you doing the rest 
of the day, cheeky?", he quipped 
back.- 1 said that I was going 
home to see my children, and 
suddenly he told me that his 
three children were all grown up, 
and that I must ergoy mine adille 
they wore young. 

- On tin way out he said hello to 
Ms rid colleague Tim Bell who 
was dining at a nearby tables So 
the little clerk did know someone 
after all 

“God Bless," he said at the exit, 
shook my hand, and was gone. 


BUSINESSES FOR SALE 


Computer Component Distributor 


A highly profitable computer component 
distributor is avaOaMefor safe: 


COMPANY FOR SALE 

DUE TO IMPENDING RETIREMENT 
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Turnover £7 million 
Earnings £660,000 
Net assets £800,000 
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The joint Administrative Receivers, joe Considine and 
Robert Blrchall, offer for sale the business and assets of 
this established manufacture-. 


For further details contact 

Mark Ledger-Bead ell 
NSP Corporate Finance 

Douglas House East Street Tonbridge KenrTN9 IHP 
Tel: 01732 771567 Fax: 01732 359418 
email: advice@aspcukmoiLco.Hfc 
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FUTURES 
OPTIONS 
& FOREX 


BERKELEY FUTURES UMrrE Tl 


I hhwteojents 

WELCOME 


38 DOVER STREET. LONDON W1X3RB 


TEU 0171629 1133 FAX: 0171 495 0022 
http://wwwJMLco .nft 


■ 60 employee* 


Fiber tenajtin eft nniS l rphrn Dm crAim&MarieW WIiSu g lQB MlKPMG 
CMpocweFnMc b Presec. on 01772 722C2 or In 01772 736777. 


Principal features of the business include: 

• modern manufacturing plant at Newport, South Wales 


Corporate Finance 


KPMG- 

meaaa business 
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annual turnover of c£T0m 


quality list of blue-chip customers including multiples 
branded and 'own-label' manufacturer 


NSP Corporate Finance is a dirutosi of NSP Chartered Accoaoiana 
"■tor* is authorised by the Insritvte of Chartered Accountants 
in England and Woles to carry on investment business. 


for further information, please contact Joe Considine, 
Anthony Lucas or Andrew Gles of 
PricewaterhouseCOopers, Churchill House, Churchill Way, 
Cardiff CFl 4XQ. Tel: 01222 237000. Fax: 01222 802405. 
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Opportunity 


LEGAL 

NOTICE 


► Futures & Options 

► Online Trading 

► Margined FOREX 
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T/O £6 MILLION* 
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fashion bosmess. 


NOTKE IS HEREBY GBVEN puma to 
Ot ofTfe Ttaaee Act 1925 few mg pfeon 


hwteaTIfei lamir or n rtcres hi ibe 
cswe of PUVLIARUILINE SNELL. Iwe 


Er-tfe frtianesJfeft Parties | 


fa atewd bf Aw tenu l Qwwd < 
wEi^ind red WdsBcaiyeo term Bwieert 


FOR SALE. 


COMPANY 


• uL. 


Business 
For Sale 

Forms Management 


WALLPAPER 

MANUFACTURING 

COMPANY 


Luxury premises SW3. 
Suit energetic entrepreneur 

for enjoyable bands on 
business with potential for 
development & expansion. 

Afoimd 62Sk> 


of 31 Boywootf ASreooe. Oft*. Norite. who 
died to Am ilA Ion* !W. ii h e reby 
iHpaaBd b Ml panedn ofihdr cttei n 
witting » tire mJnn'gred . loBeter B to 
nMKBWbcteJItt Srp e cnfer IW 
after which am to erector wffl prooeod B 
tete Mb wen of to mtate 


mini 

REUTERS 



SHARES 


Indy wtecfariaaaid ntterem 
to erector doll hare had ireoce. . 


Dreed till* 3941 daj of Inly 1996 
TAYLOR & CO 


{INDEX 

| FINANCIAL , 


Wok b Box BS719, RtaadriTu 
Q n aSnwfc—fc Bridge. 
London SEJ 9HL 


ThoZhocB^dte 
UnkMon 
Norite B209AS 


OFFSHORE COMPANIES 


P 




INDUSTRY 


fectary and plant 

SabsOurdai bja M fl fa customer base UK andovereea*; 
TbmoVot cfefcttE&fail 


+ Motel tehakUachry 
♦fUWHmfXpnteomc te n. 
-wEdsyntetondonMyniwiifc. 

♦ Thmnwi Mte aoflM acn*rti£Zflra. 
♦ PraB beta (inter munoten 
andte£2l8L - 


CONTRACTS & TENDERS 



BRAZILIAN NAVAL COMMISSION 
IN EUROPE -BNCE 


Turnover approaches £3m 


Notice of Public Tinder Nr. MZft* 


For twte m:- * 


Price Indicator £ 2 m - 2 .Sm 


~WMprexitte4m4kwau&BsM] 


Notice is hereby given dial die BNCE with offices at 170 Upper 
Richmond Road. London SWI5 2SH, is accepting tenders to 
choose a suffer of Anchor Capstans. The details of this Public 
IfendeF are available, on request, at the above^ address or contact 


Dress Manufacturer 
For Sale 



Internet 
Names Service 


COMPUTER GAMES / 
ACCESSORIES 


+ High Smel positions + 

-1- Four good, long l easex-f- 
-f- Fully staffed + 

+ Km £30 J000. Rata £7.503 * 
4- Audited accou nts + 
+T1O&OO0OO + 
Offers at access qfMSMOO 


Contracts Dept: 

Esr 0181 7S8 4190 
Teh 0181 788 81 11 exL 13Q 


- Futures. Oprioosr & Margined Forex. 

Trading in all miyor Maricels. 

Speedy fin*, compethlve cominbuans. 

Try oar service and see . what yon have been mbsng! 
Execution only: 0171-674-0020 H 

FiiU advisory: 0171-674-0034 H 

. . Vfeekly Options Strategies Bui 

Daily Technical Analysis *S2 


Krf urc^burce 


APPOINTMENTS 



• Global Market 

• Huge Sales Potential 
Majority stake for £30K 

• M.D. Fully occupied 
with other ventures 


Computer Games 
Division 
FOR SALE 


SENIOR SALES PERSON 

EMERGING MARKETS 


Thirteen s?crc: rationally. 
Turnover £3 mi’licn p.a. 


CASH & CARRY, 

NORTHWEST. 


ins ILff-S.- I -n.incinl I 
Oilf I-!" 

I iinc-’ti l '■'Hi 


Prefer Corporate lial up with 
(oeipailbft organisa tio n. 

See ww».inecnMreps£ry^jto4ik 
Contact- by cmad 
Wm wf lnlmidw tfe HlMfc 


PRINCIPALS ONLY 


£3 m. tLnxjver. 

400K Gross profit 

TOO TkXSEQ. 

Interested porfioSi 

B« BB953 Finaiida] Times, 

OOeSoothwaricBbcS^ 
L c pfe ttSfl 5HL 


As a aenior Saks tan wiAio the Eme^iqg Mackeo team of ttxs leadn^ 
huemadonal iovesoneu co m p an y you wiD be tet p o wiM c for covering 
easting Japanese cflena and dev d opmem of new bumen Ban widrin 
Japaoese faandal'insthutfcms. The mc n inben: most be a mam team 
player fluent in Japenc and EngUsb, wfll coeosivcioowledge of the 
Eovapeg Markets wane, emeijjpg mstom und erwfit produce. InduSflg 
swapt and high ykkL Salary oegotifele. AppUcaon, edocaKd is degree 
standard, .with nritrimnn 10 yean' ex p erience in the Japanese market' 
pfaee,dtcnIdwritt.«doftdgMamiculumyiltetK . . . . 


Enro, Jamuy 1 «99 

^riyon invent seen it bow are you going to trade it? 

ribmvil. ByraVicinn 

W.lnt litechjHICS.com Rm M b j vwbw. Jimmwcw. 

~ V ^ pPB jg ! Tel. +44 171 294 0044 


Market -Eye 


Rrsl ttmc t>«? i »*s. f::tu r,rt. oi/tiuni 
jrd fnirn i.miy i»:oi'tlf 


Box A6200. Financial Times. 

One Soodnmk Bridge, Condon SEI9HL 


I TO e///r,.« t 0800 321 321 

www.market-cye.co.uk 


■ ' - ' 


IjpPjhljeJ j£k> 










FINANCIAL TIMES 


FRIDAY JULY 24 199 S 


FINANCIAL times survey 







.A A';- *' ' 
■f" Sf-s* ;.y. ■ -C ; 


A Vs* Ivi- *s -.. 

■•.•: • 
Vtz» j... 

^ ■ 

«=**£.’* .• :. . 

:‘l ,. r 

idy^s. . * 

i : iV -; •.. 


v ' -/■■■■ 
*<« : •>: - .. • - ■» 




RIVATE FINANCE INITIATIVE 


although obstacles have 
)een cleared, the flow of 
leals has not quickened, 
ays Nicholas T immins 


Motor keeps 
turning but 
only slowly 


Six years into the private 
finance Initiative in Britain 
and a year into the Labour, 
government’s revamp of it, 
the PFI still receives mixed 
reports among its practitio- 
ners. 

The British government 
has successfully swept away 
many of the legal and techni- 
cal obstacles which were 
holding it up. NHS Trusts 
and local authorities now 
have . the clearer legal 
authority to sign PFI deals 
which the banks and finanffp 
houses were demanding. 

A list of priorit y projects 
which have Treasury 
approval is emerging. The 
Treasury task force, estab- 
lished last year to drive the 
process through, has won 
praise. 

But still the flow of deals 
has not greatly increased. 
Since 1992, PFI deals worth 
about £10bn have been 
signed, whn of them since 
the election last year. This is 
an improvement, but not a 
large one, on the deals worth 
E 2 bn signed during the pre- 
vious 18 months when uncer- 
tainty about Labour's policy 
on PFI hampered deals. 

Jenny Price, chief execu- 
tive of the Major Contrac- 
tors’ Group, says: “We’ve got 
to the point where there are 
so many positive things in 
place and the policy is- the 
right shape. We have a gov- 
ernment that is clearly very 
sympathetic to public-pri- 
vate partnerships and which 
has shown itself willing to 
remove the obvious barriers 
to progress. 


“But there is still a real 
concern about the deal flow. 
We need to deliver standard 
terms for contracts which 
are broadly acceptable. 

“Until we do, we will con- 
tinue with this very painful 
situation where it takes 
months and months for 
deals to be closed. And I 
don't think we can run on 
and on for ever In a situa- 
tion where it takes the top 
half dozen people on both 
sides, the public and the pri- 
vate sector, to deliver any- 
thing. PFI has got to become 
much more routine, so that 
it can be delivered on both 
sides by ordinary procurers 
and ordinary big suppliers." 

In theory, over the next 
six months, more of that 
should be in place. The gov- 
ernment’s comprehensive 
spending review has finally 
emerged, for the first time 
clearly dividing all depart- 
ments' budgets into current 
and capital. 

Departments can now, 
with a greater degree of cer- 
tainty than before, plan their 
capita] programmes three 
years ahead. After years of 
cuts in the government's 
own capital sp ending , and 
admittedly from a very low 
base, conventional capital 
expenditure is being doubled 
to £13bn a year by 2001-02. 
And new roles are allowing 
departments over the next 
few years to keep a much 
larger share of their asset 
sales as an incentive to sell 
what they no longer need. At 
the same time, the Treasury 
itself is holding back £2.5bn 



The UK's first private finance hospital at Hartford, Kant; under construction, and the Bght rail tranaft system in Kuala Lumptr, Malaysia, one of the worid’s largest private finance projects {see page IQ 


in capital, for which depart- 
ments have to bid, for inno- 
vative capital or PFI projects 
which improve key services 
or public infrastructure. 

To some, this looks a con- 
fused message. While some 
departments have embraced 
PFI with a will - health, 
defence and social security - 
key practitioners in the pri- 
vate sector suspect some 
departments may use the 
chance of asset mIps and the 
extra spending on conven- 
tional capital which Gordon 
Brown is providing to put off 
or avoid the need for PFL 

The Treasury intends oth- 
erwise. An unfinished part 
of the comprehensive spend- 
ing review is establishing 
the investment strategies of 
departments. That will 
require a two-part process. 
First getting them to define 
their service needs and pri- 
orities. Then establishing 
how they win be delivered - 
by conventional capital, 
asset sales. PFI or other 
forms of private/public part- 
nership - within an overall 


demand that they demon- 
strate value for money. 

This, the Treasury 
believes, will ensure that the 
PFI motor keeps turning, 
with last week’s comprehen- 
sive spending review project- 
ing that an additional £7.7bn 
of investment will flow from 
PFI over the next two years. 

On deal flow. Adrian Mon- 
tague. the task farce's chief 
executive, says: “I don't 
think an increase in the rate 
of PFI commitments is a 
good thing in itself. The 
important thing is to get 
good deals which provide 
value for money. We are try- 
ing to get away from the 
scores on the doors 
approach." 

But, he points out, “the 
life cycle of a PFI project is 
inevitably a long one. Pris- 
ons now do their PFIs in 
about 12 months from adver- 
tisement to finanrtal close, 
and that’s about as quick as 
1 think we can ever do it. 

“It is a lot longer than con- 
ventional procurement but 
that is because you are not 


only looking at design and 
construction but you are 
weighing up the finance as 
well By definition, it is a 
more complex form of pro- 
curement” 

But equally, the long ges- 
tation period means that 
with the task force only put 
in place last autumn, “the 
deals that we have been 
signing off recently are an 
pre-task force deals. So to 
that extent what we have 
been trying to do is trouble- 
shoot deals in process, 
rather than trying to set out 
deals from the outset in a 
way which will expedite pro- 
curement 

“But we are now doing 
that We have the London 
Underground, we have quite 
a few local authority pro- 
jects, we have the second 
tranche of hospitals and we 
have the schools pro- 
gramme. So, I hope that pro- 
gressively now deals are 
going to be coming out much 
better organised and much 
better structured,” says Mr 
Montague. 


An important part of that 
will be the emergence this 
autumn of the planned tem- 
plates for PFI projects. The 
Treasury will be consulting 
with the public sector over 
the summer prior to issuing 
a consultation document 
which will be effectively 
negotiated with the private 
sector at a conference that 
the task force plans for late 
September. 

The aim is to set a com- 
mon framework for PFI pro- 
jects from which models for 
particular sectors will be 
developed. What the task 
force hopes to do “Is identify 
precisely where the right 
balance of risk and reward 
lie across PFI when talking, 
for example, about termina- 
tion Of contr acts or chang e 
of law. Then there will be 
the need to develop from 
them models for particular 
sectors,” Mr Montague says. 

The aim is to emulate for 
schools and hospitals the rel- 
ative standardisation that 
has already been achieved 
for prisons. “That will be 


much more challenging 
because there is a multipic- 
ity of procurers, but most of 
the need for customisation is 
going to be outside the basic 
risk allocation. It will be out- 
side the core contract docu- 
ment that the need for cus- 
tomisation will arise.” he 
says. 

Workable, bankable tem- 
plates will ease the process, 
even though other issues 
have still to be resolved, not 
least the Treasury's dispute 
with the Accounting Stan- 
dards Board on how PFI con- 
tracts should be handled in 
the government's accounts. 

The government is also set 
to face continued pressure 
from David Davis, the chair- 
man of the Commons Public 
Accounts Committee, to 
spell out the forward com- 
mitments of PFI in the 
national accounts. While 
saying he is “strongly in 
favour of PFI", Mr Davies 
argues that its growth 
means that “a larger and 
larger proportion of future 
tax revenues will be commit- 


ted". That, in practice, is 
little different from the need 
to pay back debt Incurred by 
government borrowing. 
"This must be transparent,” 
he says, with some sort of 
capital commitments line 
written into government's 
finances. "Once it is. there is 
no problem, because it is 
clear what the liabilities 
are.” 

But as the PFI wails for 
the next moves forward, it is 
a measure of the task force’s 
success that important fig- 
ures in the private sector are 
already asking what will 
happen when its time, in 
theory, expires next year - 
two years after the Bates 
review called for its creation 
but recommended that it 
have a time limited remit 
Hie private sector, and more 
than likely the Treasury, is 
unconvinced that depart- 
ments will be able to handle 
PFI entirely on their own 
from next August Pressure 
on ministers to ensure conti- 
nuity of its work is likely to 
be a feature this autumn. 
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The biggest name in PFI is now, well, the biggest name in PFI. 
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THE WORLD . by Nicholas Timmins 


UK's experiment attracts 
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More than two dozen 
countries have visited 
the Treasury's PFI task 
force, to leam from the 
British experience 


Australia may claim to have invented 
what the UK now calls the private 
finance initiative. In the United States, 
private prisons have been around for 
years and tax-favoured municipal 
bonds have long provided private capi- 
tal for local infrastructure, including 

schools. 

But there is no doubt that Britain’s 
six-year-long experiment with the pri- 


vate finance initiative has attracted 
worldwide interest More than two 
dozen countries have been to visit the 
Treasury's PFI task force, to leam from 
the British experience of using private 
finance to provide public infrastructure 
and sendees. 

The Netherlands is considering set- 
ting up a task force modelled on the 
mix of private sector and public sector 
skills that has been set up by the UK 
Treasury to help drive through the 
rhther different version of PFI that the 
Dutch are adopting. 

South Africa is building private pris- 
ons using contract models closely 
based on those used by the Prison Ser- 
vice in the UK. And Portugal has a 


programme for eight design, build, 
finance and operate roads using 
the “shadow tolls” adopted 
far the first round of PFI roads In the 
UK. 

Japan is edging towards PFI-style 
projects while the countries of eastern 
Europe and the former Soviet Union 
are joining BrazD, Iceland. South Korea 
and even China in either exploring or 
adopting the idea. 

Malaysia’s Kuala Lumpar light rail 
system rJaiwia to he the biggest private 
finance project in the world, while pri- 
vately financed tolled motorways have 
been built in Hungary and are being 
explored in Romania, with the US 
introducing its first new toll road for 


100 years from Dulles airport near 
Washington DC. 

The drivers are broadly the same 
everywhere They are a desire to pro- 
vide more capitaHntensive infrastruc- 
ture without raising taxes, a wish to 
get such spending off the government’s 

balance sheet, and. certainly In , some 
i^ uutii aw, a belief that the incentives 
built into the PFI approach, deliver bet- 
ter value for money. By giving the pri- 
vate sector the snanHai risk of main- 
taining and operating projects, 
governments hope to produce more 
cost-effective lifetime design and main- 
tenance than the public sector on its 
own is likely to achieve. 

In practice, there areas many.dH&r- 


oices as similarities in different cofln- 
tries* approaches, and the reach of pri- 
vate finan ce into different types of ser- 
vice and in fr astructure varies widely..; 
There have else been same hSccqps. A 
recent court decision in Hungary - still 
under appeal - where a motorist ' suc- 
cessfully challenged the.tfifl levels has - 
sent shivers" through the financiers of 
such schemes. 

Learning Is also a twb4ay- process. 
The Department of Transportation in 

the united 'States, which feces a huge 
maintenance backlog on roads, bridges., 
and other transport infrastructure. ■ 
recently, achieved 'legislation which 
will allow it to guarantee loans that 
have only a small risk of bring called. 


on to part nnance infrastructure pnr 
jects. TJfis a way of using public lector 
guarantees as a Jew to bring in P"-. 

vate finance and bears a marked - 

similarity, to the' approach 
the British .government has taken 
to finance the Channel tunnel rail link.. 


. Thai approach is not yet. being 
adopted elsewhere in the UK, but as 
the; government talks about private 
public partnerships, as well as pure 
PFI. tt would net be surprising to see it 
bring used far other projects - generat- 
ing fresh controversy over whether or 
not such guarantees should count 
toward* the public sector borrowing 
requirement. .. 


SOUTH AFRICA • by Victor Mallet 


Partnership 
the new 
watchword 


The concept is seen 
as a way to 
improve efficiency 
and make resources 
go further 


When entrepreneurs start 
forming companies with 
names such as Safety. Secu- 
rity and Justice Property 
Holdings, you know that PFI 
cannot be far away. 

South Africa's SSJ, in 
which the UK’s Common- 
wealth Development Corpo- 
ration has a stake, is a new 
Cape Town-based company 
which plans to buy. rede- 
velop and refurbish facilities 
such as magistrates’ courts, 
police stations and rescue 
centres and lease them back 
to the government. It has 
already bought a police sta- 
tion and magistrates' court 
complex at Thlabane near 
Rustenburg. 

Straigh {forward privatisa- 
tion - the outright sale of 
state assets to private buyers 
- has had a slow start in 
South Africa since the coun- 
try’s first democratic elec- 
tion in 1994, although minor- 
ity stakes in the 
telecommunications monop- 
oly and the airports author- 
ity have been sold to foreign 
groups. 

But some ministries - par- 
ticularly transport under 
Mac Maharaj and public 
works under Jeff Radebe - 
have end) raced the idea of 
PFL Better known in South 
Africa as PPP (for public-pri- 
vate partnership), the con- 
cept is seen as a way of 
improving efficiency and 
making resources go farther 
at a time when the govern- 
ment is seeking to reduce 


the budget deficit year by 
year. 

In an attempt to spread 
the gospel throughout local 
government. South Africa’s 
National Business Initiative 
has developed a PPP train- 
ing programme to help coun- 
cillors and municipal offi- 
cials evaluate PPP options 
for services such as water 
supply. 

So far. however, the focus 
has been on roads and pris- 
ons. Trans African Conces- 
sions (Trite) - a consortium 
of Bouygues, Basil Read and 
Stocks & Stocks - has begun 
work on a 30-year concession 
from the South African and 
Mozambican governments to 
improve and manage a 
R1.8bn toll road between 
Witbank in South Africa and 
Maputo in Mozambique. 

The contract for the 440km 
road is South Africa's first 
significant project finance 
deaL Nicholas Bliss, of 
Freshfields lawyers in the 
UK. said during a recent 
visit to Johannesburg that 
the legal structure is simiTar 
to recent road deals in the 
UK, except that the UK gov- 
ernment usually pays 
“shadow tolls" to contrac- 
tors based oo traffic flow, 
whereas Trac win have to 
collect the toll money itself 
from truck and car-drivers 
using the road. “The 
only difference is the pay- 
ment mechanism," says Mr 
Bliss. 

A typical feature of con- 
tracts under South Africa’s 
embryonic PFI system is a 
government requirement 
that “empowerment” part- 
ners are given a share of the 
business. The idea is to 
promote black entrepreneurs 
who were unable to compete 



Although privatisation has been slow In South Africa, minority sWtes fai the airports authority have been .sold to foreign grot^n 


in the days of apartheid. 

Tins ap plies to the bidding 
for the construction and 
management of four, pri- 
vately financed South Afri- 
can prison projects worth 
more than $2bn over the 
next 25 years. The depart- 


ment of public works has 
named five shortlisted bid- 
ders for the projects, and it 
has faced criticism from 
those left off the list 
South Africa has a plenti- 
ful simply of criminals but is 
short of cash and prison 


accommodation, and it has 
looked to the UK and the US 
far advice on how to encour- 
age the private sector to take 
same of the strain. 

Tim Wilson, who heads 
the UK’s prison service con- 
tracts group, is one of the 
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THE NETHERLANDS • by Gordon Cramb 


State is willing to 
underpin projects 


The governments 
controlling role in 
programmes is 
not driven by 
ideology 


Pitt T re n ma n, rhah-TYian of 
the Dutch government’s new 
steering group for private 
infrastructure, says pro- 
grammes developed by 
authorities in The Hague dif- 
fer from those seen in 
Britain in one central 
respect. The state is willing 
to underpin them as a share- 
holder for as long as neces- 
sary. 

By contrast, the UK has 
preferred to hand out subsi- 
dies. and assets such as 
property, to stimulate the 
private sector to take the 
risk on a project Mr Treu- 
TtuiTi, who sees this as hav- 
ing changed only a little 
under Labour, watched a 
string of such giveaways in 
his former post as a director 
of the European Investment 
Bank, the institution 
charged by Brussels with 
fad! Hating large-scale public 
works. 

“I suggested once or twice 
that Instead of giving away, 
it should take a share,”. he 
says of the British approach. 
“The idea seemed almost 
blasphemous." 

He adds; “In the UK you 
have a very deep separation 
between the public and pri- 
vate sector - with little 
exaggeration you can say it 
is seen as almost immoral if 
they speak to each other. 
The Netherlands, in the 
framework of the so-called 
■polder model, is much more 
co-operative and consulta- 


tive, and this is also visible 
in the public-private partner- 
ships which are evolving.” 

- That consensus-based 
model of economic manage- 
ment. draws its name from 
the tracts of raised land, 
built in earlier centuries to 
shield crops and homes from 
the sea. The polders were 
largely financed by local 
enterprise, allowing the 
country to stake a claim to 
one of the earliest known 
PFI schemes. In addressing 
the needs of modern-day 
infrastructure and job cre- 
ation, though, forms of 
co-operation began to be 
developed from the 1960s. 

- Amsterdam's Sdnphol air- 
port bred a batch of bum- 
nesses around It through the 
establishment of an area 
development corporation. 
DSM, one of Europe's biggest 
chemicals companies, 
started life as a replacement 
industry for a south-eastern 
area htigfrfaH by wifop clo- 
sures, attracting, its own 
cluster of. suppliers and 
related industries. At a local 
or regional level, banks and 
con s t r u ction companies are 
involved in-the development 

of schemes such .as. business 

parks- in conjunction with 
the lower tiers of govern- 
ment. . 

But largbecale works initi- 
ated by the central authori- 
ties today are Hkely to be 
wholly state-owned, as 
Schiphol still is. The private 
participation in such pro- 
jects occurs either on the 
periphery, or cranes later, 
through a phased sell-off of 
shares as happened with 
DSM. This is hardly classic 
PFL -. 

The government's control- 


ling role Is not driven by ide- 
ology- oh the contrary, the 
administration of Wim Kok 
has if anything retreated 
from its earlier expectations. 
“The "tendency was there, 
like in the UK. to say the 
private sector was always 
better, tint it was more effi- 
cient," says Mr Treuman. 
“This has coaled down, they 
now do their homework on a 
case-by-case basis and iden- 
tify the value added." 

The problem is more that 
infrastructural projects are 
confronted, by elaborate 
environmental plwmimg reg- 
ulations and blocking pow- 
ers held by local authorities, 
as well as by an obligation to 
consult all Interest groups. 
The VNO-NCW. the Dutch 
employers' federation, is 
fond of pointing out that in 
at 'Least one case this 
brought a 24-year delay 
before a road was built. No 
private provider of capital 
has an horizon that long: 

. A high-speed rail Ttnk to' 
run south from Amsterdam 
by 2006 will .-cut journey 
times to Brussels and 
beyond - in the same way as 
Britain's Channel tunnel rad 
link, .with which . it -is 
intended to connect. The’ 
route, outlined in a pre-ten- 
tder document circulated last 
month am o ng potential con- 
tractors,' is an expensive and 
tortuous- ■ compromise 
readied years behind sched- 
ule. 

The Dutch government is 
•hoping for a private coniri- 
: button of. some Fll.Bbn 
($88Qm) to a total bill of per- 
haps FTSbn. One of the com- 
promises means, ironically, . 
-that the service wfll not call 
at The Hague. 


UK TRANSPORT 


;fsy Charles Batchelor 



The government 
is trying to strike 
a balance between 
private -and public 
finance 


members of the evaluation 
pifipj far tibe South African 
prisons programme, and 
South African officials have 
visited the UK to inspect the 
projects there. “There’s been 
quite a lot of cross-support,” 
says Mr Bliss. 


Labour. cam* to power with 
a promise to standardise and 
simplify its predecessor’s pri- 
vate finance initiative. But a 
glance at the transport sec- 
tor shows that off-thfrshelf 
sedations continue to evade 
the politicians and the plan- 
ners. 

The Channel tunnel rail 
link, a legacy nf the previous 
government, has stretched 
the ingenuity of ministers; 
civil servants and merchant 
bankers to find a financial 
structure that will- 
■ work. 

The partial privatisation of 
London Underground 
reflects the present govern- 
ment's priorities; But It 
sweats no less complex, as 
depa rtmental nffiniais and 
the Tube’s- managers strug- 
gle to reconcile Labour's 
manifesto pledge not to 
stage a wholesale privatisa- 
tion and the need to raise 
cash. 

~ The decision to seI151 per 
cent of National Air Traffic 
Services, the national air 
traffic control system, has 
the virtue of simplicity. But 
it does mark the abandon- 
ment. of a government com- 
mitment to keep the system 
in public hands 
The government’s feilure 
to develop a common model 
for what it calls public/pri- 
vate partnerships (PPFs) can 
be partly explained by the 
unique nature of the trans- 
port problems which have to 
be solved, ft is also true that 
many :«f the “easy” projects 
have already been, com- . 
ptetad. 

The PPP programme has 
also had to take a back seat 
while a far big ger enterprise - 
to improve - the finances of 
the transport system has gut 
under way. The transport 
white paper published this 
week , put forward proposals 
for city centre congestion 
charging- and a tax on nozt- 
restdential parking spaces - 
at offices mid factories - to 
raise extra money for trans- 
port projects. 

This has not prevented the 
government from promoting 
PPPs at every opportunity. . 
Speaking- at the official inau- 
guration of Heathrow 
Express, the fast rail link 
between central London and 
Heathrow airport, Tony 
Blair, the prime minister, 
described the project as “a 
model" of PPP. 

In reality,, it was anything 
but British Rail had been 
forced to withdraw from, the 
project when the railways 
were being privatised, leav- 
ing BAA, the airport opera- 
tor, to pick up the bQL BAA - 
bought but BR’s SO per cent 
holding m 1996. 

The most .significant 
breakthrough in the field of 
PPPs. since labour came to 
power was the decision by ' 
the Treasury to provide a 
guarantee tor £3Abn of 
bonds to be issued to help 
finance the £5iJbn Channel 
tunnel rail link. ; 

* The rail link had teetered 
on the brink of collapse 
when London & Continental 
Railways, the private sector 
consortium which - was 
awarded the contract to 
build the : 68-mile line, was 
forced to ask for an addi- 
tional £L2bn in .public sub- 
sidy. Disappointing passen- 
ger ntunbers on the Eurostar 
trains had made & nonsense 
of the original financial pro- 
jections. . . 

John Prescott deputy 
prime minister, was able to 
argue that thexisk of default 
was so ' smalt - less." than.' 20. 
percent, according to official 
estimates - that the guaran- 
tee did hot 'need to be 


tee represent a break with, 
tradition, the project was 
also supported by a govern- 
ment commitment to ma k e 
up^ Eurostar revenues in the 

unlikely, .event that the 
revised and very- modest 
traffic, projections were .not 
met In return the govern- 
ment will take a stake in 
Eurostar and can claim. 35 
per cent of any LCR profits 
after 2020. ’- 

Despite the prospect of the 
go vernm ent sharing in the 
profits of the venture, some 
critics feel the guarantees 
which are being provided 
moan the taxpayer remains " 
exposed to an unacceptable 
degree of risk. 

Under the terms of the res- 
cue -package agreed last 
month. LCR will finance the 
project which will be built in 
two stages. Rail track win 
supervise construction and 
is committed to baying the 
first section, freon the Chan- 
nel tunnel to near Ebbsfleet 
in Kent . 

The contract: also requires 
LCR to build the second 
more expensive - stage 
through t unnels into St Pan- 
eras tut Rallfcrack has said 
its willingness to boy this 
part will depend on the 
severity af the- rail regula- 
tor's review of the 
company's track access 
charges. 

London Underground is 
equally unusual as a part- 
nership between the public 
and private sectors. Mr Pres- 
eott has-been criticised for i 
creating an uneasy interface 


The Channel 
tunnel rail 
link, a legacy | 
of the previous! 


government, 
has stretched 
the ingenuity 
of ministers 


between the pubttdy-owne 
train operating company an 
the privatised -concession 
which will take over th 
management of the infra 
structure and the rolling 
stock. 

A state-owned London 
Underground will sign deals 
with between one and three 
Infrastructure companies - 
the precise n umb er has yet 
to be decided - to meet pre- 
determined performance tar- 
gets to. the maintenance of 
track, tunnels and stations. 
The infrastructure compa- • 
dies, which are expected to 
be awarded 20-30 year con- 
cessions, will be paid out of 
fare revenues. 

Mr Prescott has set him- 
self a target of raising £7bn ' 
through this arrangement 
though the involvement of 
the_ private sector could 
mean costs are squeezed and 
the - amount -required is 
smaller. 

.Potential bidders for con- 
cessions, . including civil 
engineering, construction 
and rolling stock companies, 
are concerned whether the 
project can meet its tight 
April 2000 ^deadline. They 

also point to the risk that an 
economic -downturn could 
cut London Underground's 
revenues,- leaving a funding 
shor tfall ■ 

In’ opposition. Labour crit- 
icised the- previous govern- 
ment’s private finance initia- 
tive for handing- over too 
much responsibility to the 
private sector, fii govern- 
ment, Labour is 1 using gov- 
ernment shareholdings and 
partial privatisations to 
retain a stake in large infra- 
structure projects. 

. If the balance is right, this 
approach may work: ’ But 
critics fear 


it may cause 
more problems than it solves 
counted^ tow ards the public - by- b lurring the borders 

between public and private 
finance and complicating 
decision-making. 


sector borrowing require- 
ment - 

Not. only did- : tiiis guaran- 
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Contracts minimise the risks 


BONDS • by Edward Luce 


New requirements 
mean only large 
companies have 
been able to 
win deals 

Complex information 
technology projects - partic- 
ularly those in the public 
sector - are notorious for 
being late and running over 
budget and therefore invit- 
ing controve rsy . 

According to recent 
research prepared by the 
Standish Group. 74 per cent 
of IT applications projects 
run over budget and over 
schedule and nearly a third 
of them faiL 

Many industry experts 
blame these problems on the 
way in which systems are 
specified and, if external 
suppliers are involved, the 
way development contracts 
are drawn up. 

Too often. It seems, project 
specifications change, delays 
and cost overruns creep in 
and project implementation 
degenerates into an 
unseemly wrangle between 
the supplier and customer. 

In an effort to address 
gnrhe of these Issues some 
public sector IT managers 
had begun to experiment 
with new approaches, 
inducting specifying the out- 
puts and service levels 
required, even before the 
last- government launched 
the Private Finance Initia- 
tive. 

However, FFJ goes a step 
further by combining the 
concept of procuring a ser- 
vice rather than a system, 
with the additional benefit of 
shifting the bulk-of the risk 
to the service provider. 

Independent consultants 
argue that under PFI con- 
tract* the public sector 
should not retain either the 
risks or the benefits of own- 
ership of any assets that are 
developed. Instead, the ser- 
vice provide should install 
and continue to own all the 
equipment, replacing it 
when appropriate. 

In the East changing and 
often complex world of IT 
they argue this is particu- 
larly important. Inevitably 
however, these requirements 
- particularly the assump- 
tion of risk - have meant 
that in the main, only large 
and well funded companies 
have been in- a position to 
bid for and win PFI deals in 
the IT field. 

But even then IT projects 
awarded under the PFI. 



Maroctivs touch screen terminals at Brixton HU job centre 


including the very first - the 
National Insurance Record- 
ing System (Mrs 2) project 
awarded to Andersen Con- 
sulting - have run into con- 
troversy. 

Andersen Consulting has 
already paid the Contribu- 
tions Agency £3.lm In com- 
pensation related to "delays 
in the Nirs 2 project which is 
designed to help the agency 
collect £45bn a year in 
national insurance contribu- 
tions. 

Once operational, any seri- 
ous failure of the system 
could land Andersen with 
further riaimc Advocates of 
PFI say the payment of com- 
pensation proves that the 
PFI concept is working, but 
MPs have already expressed 
concern about the £l0Om 
ceiling on compensation that 
can be claimed from Ander- 
sen should the system fail 
and need to be replaced. 

However, such concerns 
have not dented the enthusi- 
asm of suppliers such as 
EDS, the US-based computer 
services group, for PFI con- 
tracts. 

EDS has won many of the 
biggest public and private 
sector outsourcing contracts, 
outpacing rivals such as 
International Business 
Machines, 1CL and Sana. It 
has gained a succession of 
six PFI contracts in the IT 
sector. 

In the most recent of these 
wins EDS was awarded a 10- 
year contract, believed to be 
worth more than £250m by 
the Employment Service, “to 
become its strategic part- 
ner”. When the contract was 
announced in May, the 
Employment Service said it 
had opted for a 10-year con- 
tract “because it offered the 


best value for money and the 
greatest security for trans- 
ferring staff. 

As part of the deal EDS 
will be establishing a “center 
of excellence” in Sheffield 
and int end s to move other 
work to the center. “We 
intend to expand the work- 
force," said Charles Cox, 
EDS’s divisional man ager. 
Initially, some 270 of the Ser- 
vice’s existing IT staff will 
transfer to EDS. 

Under the terms of the 
contract which comes into 
effect on August 1. EDS will 
take over responsibility for 
running the service's exist- 
ing personal computer-based 
IT systems in 1,000 offices 
nationwide, and will . work 
closely alongside the service 
to develop and deliver its 
future IT systems. 

Mr Cox emphasises that 
the contract is significant for 
several reasons. In particu- 
lar, he says, it represents a 
partnership in a meaning ful 
farm and “not Just in terms 
of fluffy things”. 

In addition, he says the 
contract was designed from 
the outset to be flexible and 
to anticipate policy changes 
including the implementa- 
tion of the government's 
New Deal “We will be policy 
enablers," says Mr Cox. Sig- 
nificantly, he says, payments 
to EDS are tied to the deliv- 
ery of real business benefits. 

The structure of the con- 
tract in part reflects the 
maturing of the PFI process 
and the fact that negotia- 
tions included a senior 
Employment Service execu- 
tive who had previous expe- 
rience of PFI in a different 
department 

Indeed, the competition to 
identify a PFI partner for the 


Service began in August last 
year and initially attracted 
the Interest of 58 organisa- 
tions. 

Five of these were invited 
to submit bids and a short- 
list was drawn up. After 
extensive negotiations all 
. three were invited to submit 
Best and Final Offers which 
were evaluated leading to 
the contract award to EDS. 

The five other EDS con- 
tracts under the PFI are: 

■ The AFPAA (Armed 
Forces Pensions Administra- 
tion Agency) deal with the 
Ministry of Defence, worth 
approx im ately £350m over 10 
years, was signed in Novem- 
ber and covers the provision 
of pay, personnel and admin- 
istration services to the min- 
istry. 

This is a business process 
management contract, where 
EDS is not paid to ™»wgp 
data centres, but to deliver 
outputs, for example, to pay 
members of all three armed 
forces, maintain personnel 
records, Issue military iden- 
tity cards and issue cam- 
paign medals. 

How this is achieved is up 
to EDS, so the company can- 
put in new systems and new 
processes. The MoD has esti- 
mated that it will save 
£10Qm ova* the life of the 
contract by involving the 
private sector. 

■ Three months earlier EDS 
was awarded a 10-year £25m 
Tafinis (training administra- 
tion and ftryinHal manage- 
ment information service) 
contract by the Army Train- 
ing Recruiting Agency. 

Under that contract EDS 
will supply a training admin- 
istration system to schedule 
some million course days per 
year, and a management 
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Companies have 
been asked to bid 
for the provision 
of satellite 
coramunications 

British satellites 
transmitting the most sensi- 
tive military communica- 
tions could be owned by pri- 
vate companies if one option 
being pursued by the Minis- 
try of Defence comes to frui- 
tion. 

The possibility of a PFI 
solution for the MoD's 
requirement for Skynet 5 
satellites indicates increas- 
ing openness to innovative 
private financing techniques 
in British defence procure- 
ment 

Two teams are bidding in 
the £750m PFI tender. Brit- 
ish Aerospace and Lockheed 
Martin of tbe US on the one 
hand, and Matra Marconi 
Space, a venture between 
Lagardere of France and 
GEC of the UK. on the other. 
Tbe tender asks companies 
to bid not for the delivery of 
satellites but for “provision 
of military satellite commu- 
nications sendee”. 


The MoD is however hold- 
ing parallel competitions 
along more traditional lines 
and may end up not going 
along the PFI route. 

Even if it does not, there 
are plenty or other areas in 
which the MoD is turning to 
the private sector. Only for 
equipment and skills which 
are at the very front line of 
combat Is a PFI solution 
ruled out and even there the 
ministry is looking at pri- 
vate sector involvement 
through reservists working 
for companies contracted to 
maintain equipment 
According to MoD figures, 
18 contracts with a combined 
capital value of nearly £800m 
and total contract value of 
more than £2bn have been 
signed since 1995, putting 
the MoD second after the 
Department of Environment 
and Transport which can 
include big projects such as 
the Channel Tunnel rail link 
and Skye bridge in its list 
The contracts include tbe 
MoD's internal telephone 
system, helicopter pilot 
training, provision of sup- 
port vehicles, management 
of the armed forces* pay and 
pensions, and management 
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of the Army’s basic training 
system. 

Signatures of new con- 
tracts are not occurring at a 
fast pace. Though the minis- 
try as a whole is adjusting 
gradually to the changes in 
approach and culture which 
PFI involves, each new con- 
tract means a different set of 
problems to be worked 
through, as they are in 
widely differing areas of the 
MoD establishment 

The wide variety of activi- 
ties means the concept for 
each new deal must be 
explained anew to banks 
which might finance it offi- 
cials say. 

"It is bard to see standar- 
disation of contracts but we 
are looking at areas where 
we can get some degree of 
It,” one official said. “Yon 
read about corporate deals 
being agreed on the bads of 
an envelope over dinner, but 
we are just not in that busi- 
ness.” 

The attitude within the 
MoD to PFI has changed 
"immeasurably” in the past 
two years, the offidal said. 
“There was a lot misunder- 
standing and concern.” But 
in a department of its size, 
"you don’t have to make PFI 
work for everything”. 

Fred Bullock of EDS. 
which has two substantial 
PFI contracts with tbe MoD. 
said projects still needed 
individual champions within 
the ministry to take personal 
responsibility for pushing 
them through to conclusion. 

This year the MoD has 
broken new ground in two 
areas. It signed a contract 
for redevelopment of 279 
married quarters at RAF 
Lossiemouth, the MoD's first 
venture into PFI bousing. 

In June, it signed its first 
significant construction deal 
Under the £200m contract a 
joint venture between John 
Laing and Serco, the ser- 
vices company, will design, 
build, finance and operate 
tbe Joint Service Command 
and Staff College in Watch- 
field. Oxfordshire. 

• George Robertson, the 
defence secretary, said the 
PFI approach, to the college 
would save the MoD ©5m 
over 28 years compared with 


the option of public funding. 

Jim Armstrong, Laing’s 
finance director, said the 
contract had taken two 
years to negotiate but the 
company saw PFI as an 
attractive way of using its 
resourtes. “We have cash in 
the balance sheet and we 
want to invest money in 
areas where we have group 
skills,” he said. “We are not 
a construction company 
which Is a reluctant inves- 
tor." 

The principal risks to tbe 
company were that construc- 
tion would not be accom- 
plished to schedule or to 
budget, and requirements for 
refurbishment during the 
college’s life. There was also 
some risk on usage of both 
the college's facilities and 
the accompanying living 
quarters. 

An unusual aspect of the 
contract is that some of the 
academic teaching has been 
contracted out to depart- 
ment of war studies at 
King's College, London 
University, which will oper- 
ate as a sub-contractor to 
Serco. 

The MoD is also close to 
awarding a contract for 
tr aining of pilots on tbe 
Apache 64D tank-busting 
attack helicopters which tbe 
Army is buying. 

Among nearly 50 other PFI 
projects in various stages of 
procurement are: refurbish- 
ment of the MoD's own main 
building in Whitehall; air- 
field support vehicles for 
RAF and naval airfields; 
roll-on roll-off ferries for the 
Joint Rapid Deployment 
Force; water and sewerage 
facilities at all MoD estab- 
lishments; and a power sta- 
tion for the Porton Down 
chemical and biological 
weapons laboratory. 

Colchester, Essex, is Ukely 
to see big changes as a result 
of a PFI contract to recon- 
struct the Army's garrison 
there and sell off prime land 
near the town's centre which 
would be released by the 
redevelopment. 

About 50 more projects are 
at earlier stages of consider- 
ation, many of them in the 
areas of training; transport 
and housing. 


information system for con- 
trolling and running the 
operations. The agency is in 
the process of cutting its 
current £450m costs down to 
£3 00m and Tafmis is 
designed to help achieve 
this. 

■ Under the Loccs (Local 
County Court System) con- 
tract for the Lord Chancel- 
lor's Department which was 
signed in September 1996 
and is worth £2Sm over 7 
years, EDS is supplying com- 
puter and related services to 
all county courts and crown 
court centres in Fwgianri and 
Wales. 

The contract focuses on 
developing a case manage- 
ment system to replace 
paper-based record cards. So 
far 4,000 staff have been put 
on line and trained in the 
new system. Loccs is des- 
igned to make civil courts 
less expensive, quicker, and 
easier to operate. 

■ The National Air Traffic 
Services Ltd (Nats) Oceanics 
PFI contract is worth £53m 
over 10 years and was signed 
in June 1997. It involved 
im p lemen ting a new air traf- 
fic control system at the 
Oceanic control centre in 
Prestwick, Scotland. 

The centre is responsible 
for the control of aircraft fly- 
ing transatlantic routes from 
Europe to America. The new 
system uses satellite-based 
digital links to replace the 
current procedure, under 
which transatlantic air 
routes between Europe and 
America are managed by 
voice communication with 
aircraft It will provide a 
range of advanced functions, 
allowing Nats to the 

4 per cent annual growth in 
traffic expected well into the 
next century. 

Under the terms of this 
PFI agreement Nats is not 
required to make any capital 
investment EDS will make 
no charges for developing 
the system, but will earn 
foes from Nats according to 
the volume of air traffic 
managed by tbe Oceanic 
control centre. 

■ London Underground 
Engineering Directorate 
sighed a £10m five-year 
contract with EDS in Sep- 
tember 1994 to provide IT 
services. 


Pie is set to expand 
quite quickly 


A creative rivalry 
between the loan 
and bond markets 
is keeping down 
costs 

Officials on the bond desks 
of investment banks in Lon- 
don reckon they have an 
edge over their counterparts 
in other countries. The 
development of a market in 
the UK for PFI bonds over 
the past two years has been 
gradual. Just eight bonds 
have been issued. But this is 
probably as many as have 
been issued by the rest of 
the world put together. 

“This is a bit like privati- 
sation in the 1980s. “ said 
Robert Rees, a senior official 
at Barclays Capital in Lon- 
don. “The UK is pioneering a 
trend which win spread to 
other countries and our 
expertise will be in demand.” 

The same could be said for 
private bank financing of 
PFI projects with dozens erf 
deals already signed and 
sealed. Stephen Paine, a 
director in project finance at 
Warburg Dillon Read, the 
investment bank, says that 
there is a creative rivalry 
between the loan and bond 
markets which is pushing 
costs down to more competi- 
tive levels. “B anks are 
responding to the bond mar- 
kets by pushing out maturi- 
ties and reducing margins 
on loans," said Mr Paine. 

In spite of this, most bank- 
ers reckon the proportion of 
PFI projects which are 
financed by bonds will 
increase over the next 18 
months. Broadly speaking, 
bonds are considered an 
increasingly attractive way 
of financing the growing list 
of hospitals, schools, roads, 
prisons and public b uilding s 
which are expected to raise 
money through PFL 

First, the borrower can 
usually secure longer-term 
funding through the bond 
market with maturities of up 
to SO years. The recent £9lm 
offering from Greenwich 
Hospital in south-east Lon- 
don was a case in point. In 


spite of growing bank flexi- 
bility on maturities. It would 
have been next to impossible 
for Greenwich to secure 30- 
year funding through the 
loan market. 

Second, the bond markets 
provide for fixed rate fund- 
ing which enables tbe bor- 
rower to compute future 
funding costs down to the 
. very last detail. This can 
often be vital for a tightly 
managed public sector oper- 
ation. Again, the Greenwich 
Hospital deal, which was 
priced against inflation 
indexed gilts, is seen as a 
benchmark for future pro- 
jects. 

Third, although govern- 
ment guarantees are hard to 
come by, high-risk PFI pro- 
jects can pu rchas e guaran- 
tees though a US bond Insur- 
ance company. These 
enhanced - or “wrapped" - 
bond issues come with a 
AAA credit rating from the 
bond insurer in exchange for 
a fee from tbe borrower. 

“It is a question of compar- 
ing the cost of the fee paid to 
the monoline insurer (plus 
the spread) against the cost 
of the higher spread on the 
unwrapped bond and seeing 
which is cheaper,” said Mr 
Paine. Unlike Greenwich 
Hospital, the two previous 
hospital bonds - Carlisle and 
Law hospitals - came with a 
purchased guarantee. 

Fourth, going through the 
bond markets provides the 
borrower with a greater 
degree of flexibility. “You 
don't sit around with bond 
investors thrashing out cove- 
nants and other conditions,” 
said one syndicate officiaL 
“With banks you have to go 
-through quite lengthy nego- 
tiations.” 

Nevertheless, the number 
of loan-funded PFI projects 
still heavily outweighs those 
financed through bond 
issues. In part, this is 
because bankers have a 
more sophisticated under- 
standing of the risks 
involved in long-term pro- 
jects than the average band 
investor. Second, the bor- 
rowers themselves have yet 
to be folly educated about 


the merits of the bond mar- 
ket although bankers say it 
will not be long before the 
first prison and the first 
school bond are out in the 
market. 

More importantly, the 
nature of many PFI projects 
makes them inappropriate 
candidates for the bond mar- 
kets. This is particularly 
true where the risk profile of 
a project is likely to alter 
during its life, for example 
on a complex building proj- 
ect where construction guar- 
antees are required, or on a 
project which faces a high 
likelihood of delays. “Bond 
Investors want to buy into a 
constant risk,” said one 
banker. “Banks are much 
better equipped to cope with 
a deterioration in the opera- 
tional risk of a project by 
altering its terms.” 

In addition, banks are 
becoming much more com- 
petitive In response to the 
growing popularity of bonds. 
On a number of recent hospi- 
tal projects - including Dart- 
ford and Gravesham, South 
Bucks. Hairmyres and North 
Durham - H anks have pro- 
vided finance of 20-year 
maturity or longer, accord- 
ing to Price Waterhouse. In 
addition, the average margin 
on bank loans has been nar- 
rowing steadily for PFI 
loans. In both instances, this 
marks a departure from 
standard bank practice. “PFI 
finance is essentially project 
finance which is increas- 
ingly where the value can be 
found in the loan market as 
a whole.” said one banker. 

Officials on both the bond 
and loan desks are agreed, 
however, that the pie as a 
whole is set to expand quite 
quickly regardless of their 
relative shares. Another 10 
hospital projects, for exam- 
ple, are looking for financing 
while seven prisons are in 
the market for private fund- 
ing. Looking further ahead, 
continental Europe is expec- 
ted to provide a growing 
share of the business. 
Already, public sector pro- 
jects in Finland. Sweden and 
Portugal have turned to 
long-term private finance. 


The foundation stone of 
infrastructure finance. 
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PRISONS • by Simon Buckby 
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Private jails need time to settle down 


The lessons of 
Parc and other 
privately financed 
prisons need to 
be applied quickly 

Securicor, managers of Parc 
prison in south Wales, have 
already paid one fine of 
£50,000 to the Prison Service 
and are facing another for 
repeated fail ore to meet the 
standards set oat In its oper- 
ating contract 

Securicor has also been hit 
by a stampede of poor pub- 
licity over alleged lack of 
training for staff and the 
high suicide rate among 
i nm ates. As Parc was the 
first prison to open last 
November which was 
designed, built, financed and 
operated by the private sec- 
tor, this implies all is not 
well with private jails. 

Yet, one of the first to 
defend Securicor was Rich- 
ard Tilt, director-general of 


the Prison Service, who 
pointed out that all new pris- 
ons. whether private or pub- 
lic, take time to settle into a 
comfortable management 
groove. 

The lessons of Parc and 
the other privately financed 
jails need to be applied 
quickly, because PFI is 
spreading through the 
prison sector quickly. 

Although Jack Straw, the 
home secretary, has said the 
Prison Service can bid to 
take over the management 
of three publicly-built but 
privately-run prisons when 
their contracts expire soon, 
he is expected to stick with 
the same operators at Don- 
caster. Wolds (Humberside) 
and Buckley Hall (Manches- 
ter) just as he did at Blaken- 
hurst (West Midlands). 

Commissioning new pri- 
vate buildings, which started 
out for Mr Straw as "an 
urgent operational require- 
ment to overcome projected 
shortfalls in accommodation 


and to avoid dangerous lev- 
els of overcrowding", has 
turned into government pol- 
icy. 

Sensing the change of 
mood, the Prison Service is 
hoping to win planning - 
applications for sites In 
Peterborough, Maghull (Mer- 
seyside), Winnick (Manches- 
ter) and Ashford (Middlesex) 
to open each to competitive 
tender from private con- 
struction/management con- 
sortia. Mr Tilt believes that 

private money is the only 
way new prisons win be 
built and is happy that the 
competition is driving up 
operating standards in the 
public sector. 

These four would add to 
Onley (Rugby) and Mar- 
chington (East Staffordshire) 
where short lists have been 
drawn up, and contracts 
should be awarded later this 
year. Mr Straw has already 


granted contracts to UK 
Detention Services for Age- 
croft in Salford and to Pre- 
mier Prison Services . for 
Pucklechurcb near Bristol. 
Both are due to open in the 
latter half of nest year. 

On top of this, there are 
the three first-wave private- 


vately-built prisons cannot 
be transferred to public sec- 
tor management under PFI 
rules. 

But. against the backdrop 
of trouble at Parc, it is not 
surprising the government, 
through the Prison Service, 
is seeking to reduce costs 


In PFI negotiations there 
is bound to be tension 
between the Prison Service and 
the private sector 


ly-bnilt and privately-man- 
aged prisons which have 
opened in the past nine 

mnwrtre* Lowdham flrang o in 

Nottinghamshire, Alt course 
in Liverpool and Parc in 
Bridgend. 

A recent Prison Service 
review has confirmed the. 
Treasury's opinion that pri- 


and tighten the regulation of 
private managos by negotia- 
ting tougher contracts in 
future. 

Parc opened in a. blaze of 
glory, receiving praise firm 
the National Audit Office for 
being bunt 45 per cent faster 
and lfl percent cheaper than 
might have been ejected by 


the public sector. Despite 
admfttfng to “teething prob- 
lems" this year, Colin Petley, 
commercial director of 
Securicor, believes the con- 
tract at Parc offers a model 
"The balance of risk was 
well defined", he says, “but I 
am concerned that other 
are squeezing money 

from the private partner and 

have tried to shift further 
risk on to the private sec- 
tor." 

The Net Present Value per 
place per year at Parc is 
£1&30Q. compared to £1(1500 
at Lowdham Grange and it is 
expected to be £10.400 at 
Agecroft, 

“The trend is for the cost 
to come down and we want 
to continue in that direc- 
tion,” says a Prison Service 
negotiator. 

To help keep costs down at 
Parc, the majority of ser- 
vices are . index-linked on a 


formula of RPI> 2 per cent 
By Lowdham Grange, the 
formula had copei down to 
KPl + L5 per cent. “But 
indexation creates risks for 
us in terms of value for 
money,” says the Prison Ser- 
vice negotiator, -“which is 
why ir i principle we would 
prefer a .system of bench- 
marking.” ' - 
. Encouraged by the NAO 
report and the MPs Public 
Accounts ’ Committee, the 
Prison Service has pursued 
contracts foe Agecroft and . 
Pucklechureh which set 
costs against prevailing mar- 
ket conditions. 

Mr Pettey complains that 
“by abandoning- jafiatloa- 
linked pa toaBwn ad co n — 
Usually.. 1 resetting costs 
against market prices, the 
Prison Service effectively 
wants to open up a sealed 


Annfhw wwtiwtln n^ iSSUB 


is insurance. The contract 
for Parc identifies tbo Prison 
Service as insurers of last 
resist in the event that com- 
mercial companies refuse to 
insure the jail However, Mr 
Petley says: “I understand 
that in the later negntiatiens 
over Lowdham Grange, the 
Prison Service insisted on a 
clause terminating the con- 
tract if insurers pull out 
That would make It much 
more difficult for os to nego- 
tiate in the future.” 

In- PFI, negotiations there 
is -bound to be a natural ten- 
sion between the Prison Ser- 
vice, which seeks to win 
valna tor money for taxpay- 
ers, and the private sector 
winch is trying to win maxi- 
mum reward for carrying 
risks. At present, there is no 
doubt that the Prison Ser- 
vice has the whip hand - as 
Securicor la discovering at 
Parc.- 


LOCAL GOVERNMENT • by Alan Pike 


Protects signed May 1997 tn June 1998 


Defence 

Amy Personnel IT System 
Defence Red Telecoms 
Helicopter Sknutatar 
Hawk Skmfetor 
TOwortfi Water 

Jotrt Servtee cnfcgB 

Department for Eductetan and 
I j y l pyBM W (PRPutflc Prtwte 
Efe&issNpS) 

Ctarandon College 
Coflo* School 
FetawuBi Cgfcge 
UCL • 

KfcgrtJNDS 
Eraptoymart Sendee IT 


SB Health 
150 Cerfele HasptH 
70 Dartfortf and fkseeham 
100 Hospital 
10 Norfolk and Norwich 
(3 Hospital 

BS Sou* Bucks HoaptW 
Dtftam Hoepaal 

Home Office . 

2 (tosspot Agency oortacb 
each rrettt 

is Derbyshire (Dcraton} Pofca 
3 total 

14 Wand Revenue 


Outsourcing is beginning to catch on 


After a delayed 
start, PFI is 
gradually bedding 
down in local 
government 


Transport ad tbe Regions 
Harrow (II) (IA) 

Isle of Wight mate 
management (LA) 

. Surrey CC reridenfial 
homes 

MWees waste 
maraoement 
LB Westminster 


Forriga Office 
2 smeO vehicle contracts 


Made* equipment 
Befest hospital renal unit 
Pbnmna Senfcas IT 
Wales 

Chepssw CtnanmMy 


fotand Rncmm ' 

EtfinOur^i accommodation 

9 

Qasgoff accommodatJm 

9 

Lord chimooSteo Dept 
ARAMS rr system 

30 

Scotland 


Bakkmfo wwto Id 
energy ptert 

43 

Sontase Prison 

32 

StWng FECenfre 

■A 

HtgMands aid tends 

Inverness Akport 

to 

Harmyres Hospfid - 

TO 

Dept of Soda! Security 
ImQbaritan estate 

120 

Prime DSS estate 

350 

Sakm Fraud Office 


Docunent mara^ment 
(T system 

4 

TOTAL 

2jm 


The government, backed by 
the persona] involvement 
and authority of the prime 
minister, is engaged on a 
crusade to force Britain’s 
local authorities to modern- 
ise and deliver higher qual- 
ity, good value services. 

There have been thinly- 
veiled ministerial warnings 
that local government’s 
future scope, role and finan- 
cial independence will 
depend on its willingness to 
reform itself. In this climate, 
few councils will fall to con- 
sider whether the private 
sector could help, them 
sharpen up service stan- 
dards. 

That should be good for 
PFI which, after a delayed 
start, is gradually bedding 
down in local government 
But it is uncertain what pro- 
portion of British councils* 


total private sector involve- 
ment win be through the 
precise PFI route. 

Local authorities lend 
themselves to a variety of 
different forms of outsourc- 
ing, joint ventures and part- 
nerships. That is why the 
Public Private Partnership 
Programme (4Ps). set op to 
promote PFI in local govern- 
ment also advises on other 
forms of partnership and 
outsourcing. 

This year has already seen 
groundbreaking local gov- 
ernment outsourcing deals 
completed; notably CSL 
Group's £i30m, 10 -year con- 
tract to provide Sheffield 
city council with finance and 
IT services. 

The Sheffield contract is 
significant not only for Its 
size - one of the largest in 
local government - but for 
the feet that it involves a 
Labour-controlled, northern 
authority of the type that, in 
the past, took pride in keep- 
ing services in-house. It sug- 
gests that large-scale out- 
sourcing is beginning to 
extend beyond an initial 


group of pioneering authori- 
ties, even though this some- 
times reflects financial pres- 
. sure more than the 
ideological conversion of 
councillors to contracting- 
out. 

Last month. Hilary Arm- 
strong, local government 
minister, announced, nine 
more council PFI projects 
that wfll be in line far gov- 
ernment revenue support 
when contracts are signed. 

The nine - which are 
regarded as significant by 
the Treasury PFI taskforce - 
give a flavour of the poten- 
tial variety of PH. schemes 
in. the local authority field. 
Tbey are for. a transport 
interchange in Doncaster; 
street lighting in Stafford- 
shire; waste management in 
Surrey; schools in Leeds, 
Sheffield and Tower Ham- 
lets; police stations in Cum- 
bria and Dorset; and a fire-, 
arms training facility for the 
neighbouring Cleveland and 
Durham constabularies. 

Tjxtf month's nine arbrnriftc 

take to 51 the number of pro- 
jects Identified far financial 


support by Ms Armstrong's 
department under a pro- 
gramme. to help establish 
PFI in local government The 
Treasury has allocated 
£S00m to support new local 
gover nm ent PFI investment 
in 1S9899. and this will rise 
to £800m each of the next 
three years. 

So far. probably the most 
significant single PFI devel- 
opment in local government 
has been its growing accep- 
tance as a way of meeting 
asubstantial school b onding 
and maintenance backlog . 

While only one English 
school contract has yet been 
signed - for a single new 
building in Dorset - a num- 
ber qf others are under nego- 
tiation. These include 
grhAmflfl to package together 
groups of schools for build- 
ing cor repair in Birmingham, 
Sheffield. Staffordshire, 
Stake aa Trent and Tower 
Hamlets. 

In other education-related 
projects Dudley is seeking to 
use PFI to. provide its 
schools' IT network, while 
Lewisham, wants to apply 


the initiative . to, schools hktateptU one of the Mg 
catering.- " X . . . potential PFT markets in 
This month’s transport local government. With that 
white papeir should clarify now beginning to develop, 
the scope * for maklng v ^nd established as a priority 
Increased; use of PFI on fix.ftxtare Treasury revenue 


transport-related schemes. 
"A large proportion of trans- 
port projects are migiiiated . 
or deUverled by local govern- 
ment, and new powers such 
as road charging qnH operat- 


projects,* 


Fanning, chief executive of forthcoming report will be 


4PS. 

Mr Fanning’s judgment is 
that- PFI is -now working in 
local government, but .that 
transaction costs are often 
still unacceptably high. 
“Local government offers 
scope for small PFI projects 


as well .as some, very big combined with announce- 
ones, but you cannot expect . meats in this month’s com- 


to popularise small prqjaets 
on the Back of high tcansao- . 
tiaji costs, I hope these wfa 


This announcement appeals as a matter of maud only 


The Hospital Company 
(Daronh) Holdings Limited 


United Hcrithctee (South Bud rinflinmlii e) 
Hotfngi Unted 


Project finance of £122 million 

for a new Hospital for die 


Prefect finance of 560 million 

to new Haqtel buMngs for Hie 


Octagon Hoatthare Limited 

Project finance ctf £228 million 

for a new Hospital for foe 

Norfolk Norwich FffiS Trust 


H DGH Hokfcgs Limited 

Project finance of £92 mlfflon 
to the iBtSootfsta TH Hoaptal tote 


Dartford &. Gravesbam 
NHS Trust 


South Bocidrigftiamshlre 
NHS Trust 


EqtAty provided by 
bmtsbee PH hud 
BZW Private Equity 
Tarmac 

UME bvestments 


Equity prodded by 
hrfsfreePHnjDd 
Tjytor Woodrow 


Equity provided by 
fcnbfiee ffl hind 

3IGmw 

BZW Private Eqiity 
John Uhg fowestroe MS 
Sera tovestmens 


B Lahi uy ie s LStonehocse 
Hospitals MS Trust 


MeMan Hojptol Company (Hotongti Ltd 

Project finance oF£1 15 mfflon 
. for the 1st mqor London PR Hospital for die 

Greenwich Healthcare 
NHS Trust 


Debt feetties provided by 
Dresdncr Bank 


Debt facades provided ty 
Deutsche Morgan Grenfell 
Rabobank international 
The United Bar* of Kuwait 


Debt kdttties prodded by: 
ABN Amro Bank 
Bank of Sodand 

Bartow Bw* 
MkSandBank 
Soctttecfeitafe 


Equity prodded by 
lurtifi e e ffi And 
Her 


Equity provided by 
bw&free PflFund 
Kvaemer Investments 


Senior Debt 
£91.2 mUon 

Scared Index-Linked Bonds 


Debt hdBOes provided by 
Baidays Bank 


Advisers 

Financial advisers; BZW 
Equity lawyers: OHbrd Ounce 
Bank lawyers: UnHatws &. Paines 
Company tawyen: Denton Hafl 
IMnlcal advisers: Ove Anq> 
Healthcare advisers: PA Consulting 
Insinaitee advisers: fendndi 


Advisers 

Ftaanetot advtseB: Dresdner Ktomnon Benson 
Company lawyose BcadxroB Stanleys 
Equity lawyers CBfford Ounce 
Baric lawyeai Laved Write Dunant 
Techricat acMsecs: EC Harris 
Keokhcare acMsert PA Consulting 


Advisers 

Hoandal advtsosd BZW 
Company lawyers; Wide Sapce 
Equity lawyers; Ashurat Monts Crisp 
Bar* lawyetK LoweB Write Dunant 
Ifedmkai advisees: Owe Arup 
HeaUme acMses: RKW . 
Insumoeadvlseni Q Heath 
Trust lawyets; Hebert SmWi 
Trust financial advisers Hambros Bank 


Advisers 

FhaocSal advbeos Ernst &. Young 
Com pm y lawyers; Theodore Goddard 
. Equity JawyeKCaneranMdCema 
Bank lawyers: Ubb Luptoo Ahop 
Ibebrical advtsen: Qafl Sweett 
H ea Ut nae advtsas: BCW 
- foswnooeadvbene pirfine 
Toot Uwyea: McOtoe Natorttfi 
Ttutlbundri acMsem Newthurdi &. Co 


Ananged and 

Underwritten by Bardays Capltri 
Ptofea Company Manager 
Health Cate Projects ■ 

AcMsets 

Company lawyers: afford Chance 
Eqidtylawyetse Cameron MdCenna 
Bond lawyers: ABenS-Oveiy 
Technical acMsasrCinfok. Brown 
Healthcare advisers: HCT 
insurance advtaer& Jardlne 
Tiust lawyers; Herbert Smith 
Trust financial advisers: KPMC 


August 1997 


December 1997 


(annaiy 1998 


April 1998 


hdy 1998 


Innisfree 

Investing equity in PFI — £48 million committed to £ 1 billion of projects 


Ifanfbrd Waste 
Services Limited 


Health Care 
Projects Limited 


Anaolnk Concessionaires (M6) pie 

£252 million 

Project finance fadSdes 

M6 DBFO ROAD PROJECT 


WoNcghampton Waste 
Services limited 


Dudley Waste Services 
Limited 


Project finance of £43 million for 
Waste- to-Energy Plant In Stoke-on-Trent 


Project finance of £5-5 million for 
Private Patient Unit 
at Warrington NHS Trust 


Equity provided by 
toibfree PR Fund 
QBC Wood Gundy 

Constructions fo riurtrirlei de la Mtd l tenante 


Equity provided by 
truteree m Hnd 


Debt bcffldes provided by a syndicate led by 
Banque Paribas 


Debt faculties provided by 
National Westminster Bank pic 


Advisers 

Equity lawyers: afford Chance 
Bank lawyers: embrd Chance, Parts 
Technical advisers: WS Atkins 
Em^oyets’ Agents: 1BH, Brussels 


Advisees 

Corporate Finance: Smith S. WDanuon 
Eqrity lawyers: CBflbrd Chance 
Managemeot lawyers: Cameron McKenru 
Bank lawyeisi Theodore Goddard 
Healthcare adrisets: KPMG Healthcare 
Employers' Agents: Mace Lbntted 


Senior debt 
£1248m Class Ai Notes 

hWBd AM bg Soodvd Mid Au fay MarntfH 

£87.0tn Enopean tnvestrhent Bark FadSty 
Guaarteedby' 

Rnandal Security Assurance (UX> 
Rnandal Seovtty Assoranre ktc. 
S230m Go mp fod un LC FadBty, ar r ang ed by 
The Industrial Bank of japan 

Lead Manager 

Morgan Stanley &. Co. International 

Subortinateddebt - 
S20J5m Class B1 8. B2 Notes 
IraVsfree PfT Fund 

Morgan Startey 8. Go. toerqaflonal 


Project finance of £27 mflltorr for 
\Afcste-to-£nergy Plant h Wfahrerhampton 


Project finance of £26 mflllon for 
Waste-tp-Eneigy Plant In Dudley 


- EqtMty provided by 
bwtsfreePflFind * - 
CSCWbodGmdy 

Constructions industrleBes de la Mftdtenvte 


Equity provided by ■ 

' Intteree PH Raid 
OBC Wood Guncty 

Co^uctlorfc kidus&kfles debt Mtettenante 


Bond and Debt treaties provided by: 

Auderted Ihsee Company 
Hambros Bank 


Bond and Debt hdOdes provided by: 

rtudcullal Thotee Company • 
JHarobroa Bank 


Eetdty 

I20.0m 

fortewePHAnd 

Amey 

BarrHoUpgs 
Sfr Robert McAlptne 
T^tar WbodrowGanstmctton 


Advtsas 

Equity Imyen: CBEfoid Clunee 
Bcnd&.bank tatsyes: Norm Rose 
Technical advbes: Mere and MdeBan ■ 
E mp toy ea * Agents: BH. Bnmds 


AcMters 

Erpdtyhwyecs: CBffited Ointce 
Bond & Bank lawyer* Norton Rose 
Thdrtcri-advterfc Mere and Mddki 
Emptoyta' Agents: HJH. Brussels 


Jammy 1997 


March 1997 


October 1997 


suppoft, attention Is taming 
to housing. Researchers : 
irojn Coopers A Lyhrand 
(bow part tif ,Pri ce w at gttou- 
seCoopm)bave been exam- 
jning the potentfeJ for using 



ing traffic restrictions would JBFI to build and modernise 
affect the range at possible' social banting. 


ft Is expected that their 


positive about the passfbffl- 
. tfek particuferiy in d naun - 
stanees where market 
demand for properties is 
uncertain and there is a 
xaed foar investment in can- 
nmnfties as wtil as in the 
physical housing stock. This, 



'i 


prehen&ive goveruzoent 
tqxtndlng review of plans to 
^rend fiSfitm on.reftubishing 


fall as. the market matures, . -L5in cmmdl properties over 
public policy becomes settled the next three years, is 
and familiarity with PHI' likely, to i ncr e ase interest in 
increases.” . .the use of PFI in the sodal 

School building .and refur- housing field. 
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^ THE ARTS 

The strange case of the vanishing opera 

^ W-- The beleaguered officials at the Lincoln Center Festival, New York were the ones who needed the hot towels, reports Martin Bemheimer 

■ ■ vi*.- ~ ' ^be third Lincoln Center beleaguered Lincoln Center cffi- by John Rockwell a critic-turn- tagonist - and to music of Bern- returned to the rather thankless stationed around th 

Festival, Which opened anHnli- oJalr- yn-— 1 Mnl One»«u M^hlur ...UV. kil. i-f : . 
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to catch 


Tbe third Lincoln Center 
Festival, which opened anticli- 
mactically on July 7 and closes, 
perhaps mercifully, on Sunday, 
centred on a non-event. 

The main attraction was to 
have been The Peony Pavilion, a 
heroic 400-year-old example of 
Kunju opera by Tang Xianzu, 
touted US-style as “the Shake- 
speare of China" The epic bad 
been recreated by a theatrically 
progressive scholar, the expatri- 
ate Chen Shi-Zheng, for the 
Kunju company of Shanghai in a 
production that was to span 22 
hours (to be split into six epi- 
sodes, or presented for tbe hardy 
as a single mighty marathon). 

The action during this legend- 
ary depiction of love and war, life 
and death as passed to us from 
tbe Ming Dynasty was to have 
been continuous through each 
three-and-a-half hour segment, 
but the audience was invited In 
advance to chat. eat. sip tea. 
move about, and/or apply hot 
towels to the forehead. 

As matters turned out, the 


beleaguered Lincoln Center offi- 
cials were the ones who needed 
the hot towels. Protesting at 
what she regarded as unaccept- 
able revisionism of an ancient 
masterpiece. Ma Bontin, head of 
the ultra-conservative Shan ghai 
bureau of culture, blocked the 
aesthetic exportation. 

She reportedly found tbe ver- 
sion to be presented in New York 
in conflict with the “traditional" 
edition sanctioned by the Com- 
munist regime. The elaborate 
sets, costumes and props were 
first held up in S hanghai , then 
released at the last minute. The 
actors, however, were not 
allowed to leave China. 

It was hoped that intervention 
by that trusty cultural emissary 
Bill Clinton, who ha ppenprf to be 
visiting Shanghai on the eve of 
the festival, might salvage the 
lavish project as well as nati onal 
pride. In the end political expedi- 
ency triumphed over artistic free- 
dom. after a fashion. Mum 
remained the. presidential word. 

The festival had been planned 


by John Rockwell a crftic-turn- 
ed-im presari o who had returned 
to the New York Times as an arts 
editor months . before the great 
Chinese imbroglio. Tbe Times 
assured its readers that Rockwell 
would not be involved in cover- 
age of wbat would have been his 
own extra-curricular agenda. 

Embracing an eclectic sprawl 


tagonist - and to music of Bern- 
stein's idol Gustav Mahler. Kurt 
Masur, the resident Kapellmei- 
ster, scheduled the former’s por- 
tentous and pretentious Age of 
Anxiety. ahjL Symphony No. 2, 
as a prelude to the less-than-fes- 
tive familiarities of the latter’s 
Symphony No. 1. Not too surpris- 
ingly, the public stayed away In 


returned to the rather thankless 
task with spiffy nonchalance. 
When ft came to the Mahler rit- 
ual (shorn of the Blumfne move- 
ment, alas and of course). Masur 
found himself back on terra cog- 
nitfl B usiness as usual 
There was a greater sense of 
occasion - everything is relative 
- when Masur presided over the 


‘Patience & Sarah’ attracted attention because It was heralded as 
the first lesbian opera, and was rapturously embraced by the sort 
of partisan audience that cheers the home team at football rallies 


of music, dance and drama, the 
festival bravely limped onward if 
not upward without its peonies. 
All opening-night performances 
were dedicated to the absent Chi- 
nese, and that was that 
The New York Philharmonic, 
one of America’s finest not-quite- 
top-dass orchestras, devoted its 
Inaugural concert to music of 
Leonard B er nstein - this year’s 
aim ost-ubiqui tons memorial pro- 


quasi -droves. 

At this juncture. Bernstein’s 
orchestral noodliag a nd doodling 
with jazzy piano obbligato, axmo 
1949, sounds like eine grosse 
Junk-musik. and Masur doesn't 
gyrate an the podium, or mime 
ecstasy nearly as beguilingly as 
Bernstein himself did. Lukas 
Foss, who had played tbe piano 
under the composer at the Phil- 
harmonic premiere in 1950, 


US premiere of Krzysztof Pender- 
ecki's Seven Gates of Jerusalem 
(first performed In Jerusalem in 
1997) in conjunction with another 
of the various festival leitmotifs: 
the 50th anniversary of the foun- 
ding of Israel. 

The tubby acoustic of Avery 
Fisher Hall was sorely tested by 
Penderecki’s indulgent forces, 
with three percussive orchestral 
units and three stentorian choirs 


stationed around the auditorium. 
The 55-minute oratorio - a rather 
ineagre meal by itself - teeters a 
bit between primitive neo-roman- 
tic force and bald bombast, and 
tbe performance proved more 
notable for noisy spirit than for 
discreet precision. 

Still, one had to be grateful for 
a trace of originality. One also 
had to applaud the unbridled bra- 
vado of both the composer and 
his interpreters. The non-capac- 
ity audience did just that, lustily. 

Offering an odd variation on 
the Bernstein theme, the Ham- 
burg Ballet paraded a dutch of 
ill-fitting cliches about the com- 
poser as social and sexual out- 
sider in a socaDed revue entitled, 
not surprisingly, Bernstein 
Dances. 

John Neumeier’s narrative cho- 
reography tried desperately to 
avoid invoking Jerome Robbins 
and Invoked little else in the pro- 
cess. Tbe pastiche score bumbled 
from Bernstein's snazzy show 
tunes to his slick wannabe-pro- 
found chamber music, and the 


costumes of Giorgio Armani 
looked oh-so-chic. This was 
hardly a great night Tor music, 
for dance or for invention. At 
least it avoided the triteness of 
the Stuttgart Ballet, which came 
calling with a matched pair of 
tried and tired oeuvres of John 
Cranko: Romeo and Juliet and 
Onegin. 

The cause of novelty was better 
served, but not much, by Patience 
& Sarah, a mock folk-opera by 
Paula M. Kimper (score) and 
Wende Persons (libretto), based 
on a story’ by Isabel Miller. It 
attracted a lot of attention 
because it was heralded as the 
first lesbian opera, and it was 
rapturously embraced as such by 
the son of partisan audience that 
cheers for the home team at foot- 
ball rallies. 

The music could have been 
written SO years ago. and proba- 
bly should have been. Basically, 
this turned out to be a pretty- 
pretty, simple and simplistic, ulti- 
mately mawkish three-act essay 
on the joys of romance and the 
evils of prejudice in Connecticut 

at the turn of the 19th century. 
The sweetly innocuous product, 
pleasantly performed on the 
opera -workshop level, delivered 
one uplifting message: love con- 
quers all. Oh dear. 
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A refreshing departure from convention: the new ly wods driving off bn a Rat 500 after their marriage in Janficekte The Cunning Little Vixen* 

MUSIC FESTIVAL OF TWO WO RLDS, S P0LET0 _ 

Popular appeal of broader horizons 


V--*. ■ V 


The appointment of 
Richard Hickox has 
given the festival a new 
lease of life, writes 

Luciano Chianese 

Doubts about the future of the 
Festival of Two Worlds at Spoleto 
were dispelled this year, as the 
two-week cultural marathon in 
this Umbrian hill-town reaped 
the fruits of tighter financial 
management and a more varied 
programme. 

The festival’s 87-year old 
founder. Gian Carlo MenottL has 
clarified his position as artistic 
director, while leaving the 
finances in the hands of his 
adopted son Francis. Two years 
ago the festival was running a 
L5bn (£2m) debt, accumulated 
after years of over-spending and 


INTERNATIONAL 


U‘ . Arts 
fen of Guide 


- -- ,VA»- r 


BONN 

EXHIBITION 

Kunstmuseum 

Tel: 49-228-776 260 
Parti Pris: more than 400 
photographs by designer Karl 
Lagerfeld, Including portraits, 
architecture and landscapes; to 
Jul 26 

DUBLIN 

EXHIBITION 

Irish Museum of Modem Art 
Tef 353-1-6129900 
WlBiam Scott: Paintings and 
Drawings. 90 works drawn from 
pubHc and private collections; . to 
Novi 

gummerglass 

OPERA 

Mice Busch Opera Theater, 
Cooperstown 
Tel: 1 -607-547 2255 
• Fatetaff: by Verdi- New 
production directed by Leon Major 
with sets and costumes by John 
Conklin. Conducted by George 
Manahan. Cast Includes Kevin 
Giavin, Stephen Powell and Amy 


progressively dwindling audi- 
ences. The fund that partly 
administers tbe festival made up 
of local hanks and the town coun- 
cil was wary of Menotti’s plans 
to have his son succeed him as 
festival director, only backing 
down when both the late Giorgio 
Strehler and Luciano Berio 
refused to take over in the event 
of the aged composer’s death. 

The accounts are now dose to 
breaking even, thanks to full 
houses at many of this summer’s 
events and an increase in the list 
of sponsors. And with the 
appointment of Richard Hickox 
as principal Conductor, the festi- 
val seems to be entering a second 
birth in terms of popularity and 
programming. Hick ox’s working 
relationship with Menottl dates 
back to tbe composer's time as 
director of the Rome Opera. His 
interest in Menottl’s music also 


Burton: Jul 24, 30 

• Partenope: by Handel New 
production directed by Francisco 
Negrin, In his Gflmmerglass debut, 
and conducted by Harry Bckel 
Cast includes David Daniete and 
Lisa Saffer in the title role; 

Jui 25. 28 

• The Mother of Us AH: by Virgil 
Thomson. Conducted by Stewart 
Robertson In a new staging by 
Christopher Alden, with sets by 
Alien Moyer Jul 26 

• Tosca: by Puccini. New staging 
by the team responsible for last 
year’s Madame Butterfly: director 
Marc Lamas, set designer Michael 
Yeergan, costume designer 
Constance Hoffman, lighting 
designer Robert Wterzel and 
conductor Stewart Robertson; 

Jul 27 

GLYNDEBOURNE 

OPERA 

Gtyndeboume Festival Opera 
Tel: 44-1273-815 000 

• Capricckx by R. Strauss. 

Revival conducted by Andrew 
Davis and directed by John Cox. 
The Countess is sung by Kiri Te 
Kanawa until Aug 5 and thereafter 
by Felicity Lott. With the London 
Philharmonic Orchestra; 

Jul 26. 30 

• RodelEnda: by Handel. New 
production drected by Jean-Marie 
VBidgler, with sets by Nicolas de 
Lajartre and P ua oale Cazalea. W&h 
the Orchestra of the Age of 
Enlightenment conducted by 
WiBiam Christie; Jul 24 

• Simon Boccanegra: by Verdi 
New production conducted by 
Mark Elder in a staging by Peter 
Hall. With the London Ptrihaimonic 


played a part in thft si gning of his 
three-year contract 

In view of the administrative 
problems the composer has been 
encountering over the past three 
years, the choice of The Consul - 
Menotti’s scathing depiction of 
bureaucratic inefficiency and cor- 
ruption - was viewed by some as 
an ironic choice far this year's 
programme. But it remains one 
of his better-known and most 
beautifully written operas, and 
the public acclaim for the festi- 
val's latest production was justi- 
fied. Hickox drew heightened lev- 
els of drama from both orchestra 
and singers, and Susan Bullock’s 
performance as Magda Sorel the 
opera’s tragic heroine, was distin- 
guished by histrionic conviction 
and powerfully expressive sing- 
ing. 

True to his association with 
British music, Hickox chose to 


conduct Bliss’s A Colour Sym- 
phony and Holst’s The Planets at 
the opening concert. Tradition- 
ally an evening which only hard- 
ened socialities with well-lined 
purses are able to attend, this 
year's concert was held in the 
main square instead of the cathe- 
dral due to damage suffered dur- 
ing the earthquakes that shook 
Umbria last autumn. To help 
Introduce Holst’s music to the 
uninitiated, it was accompanied 
by a spectacular lighting show by 
Valerio Festi, including air-borne 
dancers suspended from huge 
balloons sweeping over the audi- 
ence. Little did it seem to matter 
that the orchestra's fine rendi- 
tion was drowned by amplifica- 
tion. 

Meticulous attention to detail 
and orchestral colour character- 
ised Hickax’s conducting of The 
Cunning Little Vixen. David 


Orchestra. The title role is sung by 
Bena Prokina; Jul 25, 28 

LONDON 

CONCERTS 

BBC Proms, Royal Albert Hall 

Tel: 44-171-589 8212 

• BBC Symphony Orchestra: 
Matthias Bamert conducts the UK 
premiers of Weill’s Propheten, and 
Mahler’s Symphony No. 4 fn G 
major. With the BBC Symphony 
Chorus; Jul 26 

• Dresden StaatskapeHe: 
conducted by Bernard Haitink in 
works by Mozart and Bruckner 
Jul 24 

• Solomon: by HandeL Paul 
McCreesh conducts the Gabriefi 
Consort and Players. Cast includes 
Andreas Scholl and AUson Hag ley; 
Jul 27 

Wig mo re Halt 
Teh 44-171-935 2141 
Rodney Giffry. recital by the 
baritone of a programme including 
works by Schubert, Schumann and 
Gershwin. Accompanied by Roger 
Vignotes; Jul 24 

DANCE 

Queen EBzabeth Hall 

Teh 44-171-960 4242 
New York City Ballet in London for 
the first time bi over a decade, with 
a programme of works by 
Balanchine, cTAmbobe, Wheekton 
and Dove. Visiting soloists are 
Antonia FranchescK, Peter Boal 
Albert Evans, Darci Kistier and 
Wtanty Whelan; Jul 30 

EXHIBITIONS 

Tate GaBaiy 

Tat 44-171-887 8000 


Lucian Freud: Some New 
Paintings. More than 20 recent 
works, many of them completed 
during the last year and never 
before pubfldy exhibited in Britain. 
Includes characteristic, large-scale 
studio nudes, and portraits of the 
artist's daughters; to Jul 26 

Victoria and Albeit Museum 
Tel: 44-171-938 8500 
The Power of the Poster Including 
classic Images from the 1880s and 
1890s as wen as the work of 
contemporary designers and 
agencies; to Jul 26 

OPERA 

BBC Proms, Royal Afoert Had 

Tet 44-171-589 8212 
Falstaff: by Verdi. Semi-stag ed 
production directed by Ian Judge. 
With the Monteverdi Choir and 
Orchestra Rdvrolutionnaire at 
Romarrtique conducted by John 
EHot Gardner; Jul 25 

MUNICH 

OPERA FET1VAL 
Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Die Wfinde: by Wagner. 
Conducted by Jun Mark! In a 
revival of NIkoteud Lehnhoffs 
staging. With Raado Domingo: 

Jul 25 

• Le Nazze dl Figaro: by Mozart 
Conducted by Peter Schneider in a 
staging by Dieter Dom. designed 
by Jurgen Rose. Cast Includes 
Amanda Roocroft and Alison 

Hagtey; Jul 26, 29 

SANTA FE 

OPERA 


Santa Fe Opera 
Tab 1-505-986 5900 
www^antafeopem.org 
The Magic Flute: by Mozart New 
production by Jonathan Miller, with 
sets by Ron! Toren and costumes 
by Judy Levin. Cast includes Sheri 
Green awald; Jul 24 

SCHLESWIG- 

HOLSTEIN 

CONCERT 

Schleswig-Holstein Music 
Festival 

Tel: 49-431-567 080 
Philharmonie der Nation eru 
conducted by Justus Frantz in 
works by Liszt and Bartbk. With 
piano solotet Stanislav louden itch; 
Deutsches Haus, Flensburg; 

Jul 24 

ST PETERSBURG 

EXHIBITION 

State H e rm i t a ge Museum 
French Master Drawings from the 
Pinpoint Morgan Library: featuring 
120 drawings, sketchbooks and 
albums drawn from the library's 
permanent collections. Highlights 
Include works by CAzame. 
Delacroix, Ingres and Poussin: to 
Jul 25 

STUTTGART 

OPERA 

Staatsoper Stuttgart 

Tel: 49-711-202090 
9 Lady Macbeth of MtsensK by 
Shostakovich. Revival conducted 
by Alexander Pofianichko in a 
staging by Johannes Schaaf, with 
sets by Nina Ritter and costumes 


POPJVORLD MUSIC RELEASES 

Beguiling fusion 
of different styles 


Hughes' heavily sexed costumes, 
and a killing scene in which the 
Vixen was stripped of her fur 
coat and left completely naked, 
provoked indignation among 
some members of the audience, 
but the production as a whole 
was delightfully inventive, main- 
taining a fine balance between 
comedy and tragedy. 

The marriage scene, in which 
the newly-weds drove off in a 
Fiat 500. was a particularly 
refreshing departure from the 
way Jan&Sek’s opera is conven- 
tionally treated. Rebecca Caine 
coped admirably with the vocal 
demands of the title role, while 
Hickax’s wife Pamela Helen Step- 
hen was cunningly cast as the 
Fox. 

Hickox’s involvement looks set 
to ensure a much-needed period 
of stability. And at tbe closing 
concert, he conducted Rakhmani- 
nov’s The Bells - a choice which 
adds to tbe impression that 
Hickox intends to explore 
broader horizons than the popu- 
lar repertoire associated with this 
event in recent years. 


As if in sympathy with Its dose 
cultural cousin, football, pop 
music has gone into a post-World 
Cup luH An excellent time, then, 
to greet two vibrant - and beau- 
tifully packaged - new releases 
from Chris Blackwell's new inde- 
pendent world music label Palm 
Pictures. 

Baaba Maal was bom on the 
border between Senegal and 
Mauritania, so it is no surprise 
that musical frontiers bold little 
authority for him. On Nomad 
Soul be mixes hard soul, roots 
reggae. Irish motifs and even a 
sprinkling of ambient music 
with intoxicating results. 

Maal is also impressively stu- 
dio-wise, using a range of pro- 
ducers and musicians to exact 
subtle variations from his band, 
Daande LenoL The best illustra- 
tions come in the album's open- 
ing and dosing trades: “Souka 
Nayo" blends a plaintive chorus 
from Snead O’Connor's backing 
singers, the Screaming Orphans, 
with Maal’s touching lament on 
tbe decline of the family. The 
potentially calamitous Irish- Afri- 
can mix works, an invisible 
musical thread holding it all 

together. 

“Lam Lam”, a collaboration 
with Brian Eno, Howie B and 
Jon Hassell, creates a sparser 
soundscape, in sharp contrast to 
the dense mixes elsewhere, and 
brings the album to a soft, medi- 
tative close. A work of great 
musical intelligence. 

Ernest RaugHn’s In Search of 
the Lost Riddim is a more ortho- 
dox, but equally beguiling fusion 
of styles. Jamaican-born, 66- 
year-old Hangiin, erstwhile gui- 
tar teacher to one Bob Marley, 
was also one of tbe founders of 
ska music, the subtle rhythms of 
winch underpin much of his lat- 
est work. 

Tbe title refers to a return, 
after 20 years, to Africa, where 
he baa used local musicians to 
give his jazz-inflected guitar- 
playing fresh impetus. It is a 
lovely, sunny sound, all tinkling 
guitars and delicious variations 
of rhythm, and a marvellous 
antidote to the c an cu t spell of 
vegetative British weather. 

More obviously aimed at the 
summer market are two new 
releases from Jos£ Padilla, mas- 
ter of the hot weather chill-out 


Souvenir (Mercury) is cool, jazzy, 
awash with Latin beats and easy 
listening riffs. Padilla is also the 
man behind the compilation Cafe 
del Mar Votumen Cmco (Mani- 
festo). which is basically more of 
the same. 

Both of these achingly fashion- 
able discs are a little like expen- 
sive bottles of after-sun lotion, 
superficially cool, instantly 
absorbable, but give it 15 min- 
utes and you've forgotten it is 
there at alL 

It prompted a moment of 
reflection: think back to the 
gushing summer sounds of the 
1960s - The Beach Boys, Jan and 
Dean et al - which celebrated 
youthful innocence, rushing to 
the beach with a surfboard and 
the promise of a. stolen snog 
behind the dunes. Today’s beach 
party moves to a very different 
beat: mellow, reserved, ironic. 
Not much fun at all really. 1 
blame the thinn ing ozone layer. 

Peter Aspden 



Intoxicating: Baaba Maal mixes hard 
soul roots reggae and Irish motifs 


by Franz Lehr; Jul 24. 28 
• Tosca: by Puccini. New 
production by Wifly Decker, 
conducted by bother Zagrosek 
with designs by Wolfgang 
Gussmann; Jul 24 

TANGLEWOOD 

CONCERT 
Tanglewood Festival 
Tet 1-617-931 2000 
Boston Symphony Orchestra: 
conducted by AndrA Previn in 
works by Vaughan WQGams, 
Chopin and Beethoven. With plana 
solo ist Emanuel Ax; Ozawa Hall; 
Jul 24 

TOKYO . 

CONCERT 

Suntory Hafl 

Tet 81-3-3584 9999 

Osaka Phi&rarmonic Orchestra: 

conducted by Takashi Asahina In 

Bruckner's Symphony No. 5; 

Jul 26 

DANCE 

Orchard HaO, Bunkamura 
Tef; 87-3-3477 9999 
National Ballet of Spain, Jul 25, 26, 
28. 29 

EXHIBITION 
Odakyu Museum 
Tel: 81-3-3342 1111 
Aubrey Beardsley: more than 200 
drawings, prints, posters and 
books created dining the brief 
period of the artist's fame. A 
member of the fin-de-sfede 
avant-garde, Beardsley left 
England for Dieppe following 
Wilde's disastrous fbel action and 
subsequent Imprisonment In 18%; 


from Jul 24 to Aug 16 

VERONA 

OPERA 

Arena dl Verona 
Tet 39-045-800 5151 
www.arena.rt 

9 Tosca: by Puccini. New 
production by Giuliano Montaldo, 
with sets by Luciano Ricceri. Cast 
includes Ruggero Raimondi and 
the conductor is Angelo Campon; 
Jul 25 

• Un Baflo In Maschera: by Verdi. 
New production by Giuliano 
Montaldo. Conducted by Daniel 
Oran, with a cast including Maria 
Guleghfana; Jul 24 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06J0: Moneytine with Lou Dobbs 
1830: Business Asia 

1930: World Business Today 
2230: World Business Today 
Update 

9 Business/Market Reports: 
05:07: 06:07; 07:07; 08:20; 09*50; 
1020; 1150; 11:32; 12:20; 13:20; 
1420. 

At 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 


s 
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COMMENT & ANALYSIS 




PHILIP STEPHENS 


Hippies and yuppies 

Western politics is defined by two revolutions. The social one of 
the 1960s is as pervasive as the economic one of the 1980s 


In Britain, Tony Blair 
supports legislation to lower 
• the age of consent for 
homosexuals. Across the 
Atlantic. New York’s 
tough-guy Mayor Rudolph 
Giuliani sponsors a move to 
afford gay couples the same 
rights before the law as 
married heterosexuals. 

An unimportant 
coincidence, you might say. I 
think otherwise. These small 
genuflections to tolerance 
from politicians who would 
not take it amiss if called 
social conservatives tell us 
something else. They are 
emblems of the liberal 
settlement that has come to 
define the parameters of 
western political discourse. 

It lias become part of the 
dull consensus of modem 
life that the Reagan- 
Thatcher revolution is 
irrever si ble- There may be 
room for disputes at the 
margin, but market-driven 
economics is here to stay. . 
Government may be a little 
more or a touch less active. 

It will never again be big. 

Bill Clinton agrees. So does 
Mr Blair. So. though it is 
loath to say it does most of 
what might be loosely called 
the European left. 

Yet as we worship at the 
altar of fiscal frugality and 
flexible markets, the 
temptation is to forget that 
other seminal event of 
postwar politics. Before the 
1980s came the 1960s. Before 
economic liberalism camp 
social liberalism. We , 
applaud the former, but are 
strangely reticent about 
acknowledging the 
transformation wrought by 
the latter. 

For all the present rhetoric 
of social conservatism, the 
substance, if not the spirit, 
of the 1960s lives on. And its 
cohabitation with the 
economics of the 1980s 
marks out the contours of 
the new political settlement. 

Fusion, this phenomenon 


has been called by Mark 
Lilia, a New York-based 
political scientist who has 
explored Us impact on the 
US electoral scene. The 

lesson uf the Clinton 
presidency- he concludes, is 
that the politics of 
contentment in the US is 
built on these twin pillars of 
1960s morality and 1980s 
economics.* 

The synergy is obvious. 
Both upheavals saw the 
individual pitted against the 
intervention of the state. 
Freedom and the individual 
were the battle cry, 
hedonism the pagan god. 

The hippies and the yuppies 
had more in common than 
either is content to admit 

You might not guess this 
from listening to today's 
politicians. Even now, Mr 
Blair finds it necessary to 
protest that, alone among 
his generation at Oxford, he 
did not smoke dope. Mr 
Clinton, we are asked to 
believe, did not inhale. 

As for Mr Giuliani, who 
incidentally is also on the 
pro-choice side of the 
abortion debate, he is more 
popularly known for his 
zero-tolerance approach to 
crime, pimps and 
pomographers than for 
siding with gays. And if Mr 
Blair thinks 16-year-olds can 
decide their sexuality* 
(against the temper this 
week of the bishops and 
bigots in Britain's House of 
Lords}, he still looks more 
relaxed preaching the gospel 
of family life. 

Yet in all its essentials, 
the social revolution of the 
1960s is as entrenched as the 
economic orthodoxy of the 
1980s. Put aside the images 
of flower children, dope and 
draft-dodging, and the broad 
framework of social 
liberalism is intact For all 
the paiodic hand-wringing 
about moral standards, most 
of us agree that to be 
civilised is to be tolerant 


Thus we can (and should) 
lament an explosion in the 
' n umb er of divorces, but 
there Is no grounds well of 
opinion that says that people 
should once again be locked 
in loveless marriage. In the 
US, opinion polls suggest a 
majority favour somewhat 
tighter regulation of 
abortion, but pare the 
Christian Coalition, there is 
no popular mandate to 
overturn the Supreme 
Court’s historic pro-choice 
ruling in Roe versus Wade. 

Equality for women is now 
a given, even if the practice 
still lags behind the theory. 
Civil rights for ethnic 
minorities are strong enough 
to survive disputes over the 
merits of affirmAiiu& action. 
And, of course, we are all 

envtm nTngntflUa te HOW. 

True, a sharper line is 
bring drawn between 
liberalism and 
libertarianism If we have 
little interest in the sexual 
preferences of consenting 
adults, tolerance does not 
extend to the spread of -child 
pornography on the Internet 
Social liberalism can make 
the distinction between 
liberty and licence. 

And In welfare policy 
1990s responsibilities are 
being attached to 1960s 
rights. One of Mr Clinton’s 
former aides had a good 
phrase for it - “liberalism 
with standards”. The hippies 
never quite saw the 
confusion in demanding 
freedom in one breath and a 
handout in the next 

These, though, are all 
relative shifts. They modify, 
but they do not challenge 

the p qsPntia) assumptions of 
the social revolution. 
Britain’s House of Lords can 
delay the granting of le gal 
equality for gay teenagers, 
but even an institution so 
smug in its own morality 
cannot turn back the tide. 

There is a near-perfect 

symmetry here with the 


present response to the 1980s 
culture of economic 
individualism. The vital 
principles of that revolution 
have been assimilated. But 
Messrs Clinton and Blair are 
seeking to mitigate the 
social consequences. The 
freedom to make money goes 
unchallenged. But the 
centre-left restores a role to 
government hi levelling the 
playing field of opportunity. 

Thus we see social 
conservatives on left and 
right seeking to check, but 
not over t urn, the self- 
indulgent excesses of the 
1960s, while New Democrats 
and New Labourites try to 
take the rougher edges off 
the 1980s narcissism. In both 
instances, the urge Is not so 
much to restrict individual 
freedoms but to relocate 
them in social communities. 

Public opinion oh these 
Issues, of course, is often 
shot through with 
contradictions. Middle 
America can abhor the 
sexual mores of others while 
affirming their fr eedom to 
hold them. Middle Britain 
can demand better schools 
and hospitals and tax cuts in 
the same breath. Social 
liberals can be economic 
conservatives and vice 
versa. 

What seems incontestable, 
however, is that the two' 
liberalisms now define the 
terrain on which elections 
are fought and lost. Hippies 
make money and yuppies 
smoke dope. The mistake 
made by the left in the 1980s 
was to refuse to accept the 
Reagan-Thaicher revolution. 
Many on tiie right now make 
the same error in 
disavowing the 1960s. 

Republicanism - as we see 
from, the Senate majority 
leader Trent Lott’s remit - 
attacks on the supposed 
"sin" of homosexuality - is 
fast becoming the prisoner 
of moral majority 
fundamentalism. At which 
point anyone who can secure 
the Republican wominatinn 
seems unlikely to attract 
suffident support to win the 
presidency. 

Nothing of course is 
forever. Politics, like history, 
has no end. Someone, 
sometime, will discover 
another, even a third, way. 
But for now, as Mr LiHa puts 
It, the revolution is over, and 
the revolution is one. 

*A Tale of Two Reactions, 
Mark UUa, the New York 
Review, Mag 14 1998 


LETTERS TO THE EDITOR 


‘Natural’ unemployment 
threaten government’s 


rate must 


From Professor Ronald Don. 

Sir, Doctors 2.6 per cent. 
Private sector average €-2 
per cent Boardroom pay 18 
percent 

Incomes policy? Unmen- 
tionable. Martin Wolf's 
adjustment through growth 
slow-down (The adversity 
test". July 22 ft Marginal 

Surely, whatever the pain 
to “the markets", some form 
of income surtax now 
becomes politically unavoid- 
able. 

Ranald Dart, 

London School of 
Economics, 

Centre for Ec onom ic 
Performance, 

Houghton Street 
L ondon WC2A 2AE, UK 

From Mr Peter Robinson. 

Sir. It was refreshing to 
see Martin Wolf spelling out 
what has been implicit in 


Treasury documents for the 
last 12 months: that a rise in 
unemployment is perceived 
to be necessary by the gov- 
ernment in order to. curb 
inflation ("The adversity- 
test"). 

I would be even more 
explicit than .Mr. WolL if. he 
and his FT colleagues are 
right that the "natural" rate 

at (claimant) unemployment 

consistent with steady infla- 
tion is between 7 and 8 per 
cent, then we are in for a 
rise in unemployment of at 
least three-quarters of a nd- 
Hon. 

If the Treasury is right 
that we fell below toe natu- 
ral rate in the first half of, 
1997, then claimant unem- 
ployment has to rise -by at 
least one third of a mill inn. I 
say “at least” because of 
course the current ortho- 
doxy tells us that unemploy- 
ment initially has to rise 


above the natural rate before 
inflation, will fall. the 
Treasury must be bargaining 
for at least -half a million 
extra claimant unemployed. 

These kimte of figures do 
- not amount to a mere minor 
correction in the labour mar- 
ket They .signal major eco- 
nomic and ' social costs, 
which are- likely to throw 
much of the government’s 
agenda off course. 

On toe other band: is there 
anyone else oofc there who is 
uncomfortable with this 
orthodoxy . and.' thinks that 
we do not need another dam- 
aging recession? As Martin. 
Wolf has said, at feast let us 
have an. open debate on 
these matter*. - 

Peter Robinson, 

Institute Tor Public Policy 
Research, 

30-32 Southampton Street, 

. London, WC2BTRA, UK 


Picking and choosing what laws to enforce 


Prom Mr A. Morgado Pires. 

Sir, 1 refs: to your leader 
“Grey import whitewash" 
(July 17). All your gmrmwmtB 
ignore the fundamental 
point: 

The proven existence of 
"dumping". 

What you suggest is that 
anti-dumping law, 
covered by the World Trade 


Organisation, is not to be 
enforced or that rule of 
law can be applied according 
to the convenience of 
each country, the EU in fofa 
case. 

Then the obvious issue 
arises. If the laws are not 
compulsory, if It is up to 
individuals to decide 
whether each, one is to be 


enforced or hot, they became 
“virtual fewer and we will 
live In a "virtual world”. 
What kind of future world 
are you defending? 

A. Morgado Pfres, 

Tfectfl Manuel Gonqalves, 

PO Bax 14 • 

4760 s. Cosuse do Vais' 
Portugal 


Diplomatic 

From Mr Patrick Guthrie. 

Sir, Dietrich Tocpfcr 
(Letters. July W asks. In the 
spirit of good Franco-Ger- 
man relations, how Is Ger- 
many going to be compen- 
sated for France winning the 
World -Cup? As a cycling fen. 
I think I have the answer. 
The French are helping the 
German, -Jan Ullrich, win 
the Tour. de Franc* by dfer 
qualifying the strong Festioa 
team from the race. A case 
of the wheels of diplomacy? 

Patrick Guthrie, 

Flat 4, 

U2 Belgreve Road, 

London SW1V 2BL. UK - 


Fly the train 

From Mr Paul Cooderham. 

- Sir, . Your report regarding 
KLM's operational difficul- 
ties at. Scblphol airport, is 
timely rtUJW warns prob- 
lems of Scblphol may. hit 
profits". July 16). Recently I 
missed a connecting KLM 
[ flight and whan I contacted 
.too airline’s repre&entative 
to inqQire wfcetber I could be 
booked on to the next flight I 
was told it was full and that 
anyway, _and J quote. "It's 
quicker by train.". . v 

PaalGopdetbsm, . 

Ernst Sarsv.i6, . 

6032 BUnde~ — . - 
Norway. 


Time for Cambridge to research a better form of development 


From Mr Richard Sadden. 

Sir, As a Cambridge alum- 
nus and venture capitalist 
(currently an secondment to 
the European Commission 
looking at long-term 
research 

it is good to see the West of 
Cambridge scheme getting 
national coverage (Reporting 
Britain 9& "Heading west to 
compete with the US Tvy 
League' ”, July - 16). Now 
people know about it per- 
haps they will try to stop it 
Just when the is turning 


against out-of-town, green- 
field development, the uni- 
versity has suddenly discov- 
ered the discredited idea of 
toe campus. "West Cam- 
bridge" will produce 
increased traffic. It will take 
custom away from city- 
centre shops (no more pop- 
ping across the road for a 
sandwich), but makes no 
provision tor replacement 
facilities on site. 

The project will produce a 
scientific ghetto, without 
amenities or life. The Caven- 


dish Laboratory moved out 
there long ago and it is a 
bleak and cheerless building 
full of physicists. Cambridge 
is not full. It is wasted. 
Instead, toe university 
should make better use of 
brownfield sites. I do. not 
mean just toe old gasworks 
or cattle market,, although' 
they would be & start. Mush 
of Cambridge is covered by 
cheap Victorian housing -* 
currently fetching ridiculous 
prices - on college, land., 
Mixed, denser redevelop-. 


. ment, building to four 
storeys, say, with cellars, 
' would alleviate the housing 
shortage, supplant the dyii® 
college fee and free fend for 
academic buildings and for 
scientific companies. 

We have begun to succeed 
"Ht developing the technolo- 
gies we invent; it ls time we 
learnt to develop our cities. 

Richard gadd en , . 

25, Avenue General Eisen- 
hower. 

Brussels B1030, Belgium 


Number One Southwark Bridge, London 3E1 9HL - - .- 

we are keen ta anootnge Wars from >BKWsu»tMde.'LaCB(s may t» Mnb » iM-STSHQSCm* tec to tiey unfe 

WWjateatetQH PubWwd Man an am aafabfe on IT* FT rre baa n. m«y at ava d eh ie far 

Man inSan fa tte mWi intanaeanal toneuegoa. Fox 01 7 i 873 5 B 3 & Lefen tfnW be typad wel not hand wnttvi. 


G ordon Brown’s 
place in history 
was probably 
decided last 
week, with his announce- 
ment of a three-year spend- 
ing programme for toe 
remaining years of the 
Labour government 
What remain unclear, 
through, is which version of 
his place in history will pre- 
vail. He wants to be seen as 
toe miracle-working chancel- 
lor who married Labour's 
age-old commitment to 
spending on health and edu- 
cation with a framework of 
fiscal and monetary stabil- 
ity. 

But among his enemies - 
and they are legion both 
inside and outside his party 
- there is a conviction that 
he will be seen as yet 
another boom-bust chancel- 
lor. They say that the cham- 
pion of economic prudence 
has made a huge and dan- 
gerous gamble, by promising 
rapid public spending 
growth at a time when the 
economy is poised on toe 
brink of recession. 

Mr Brown will have no 
truck with the doubters. “On 
any basis this is a prudent 
(public spending] settlement 
based on cautious assump- 
tions,” he insisted, sprawled 
out on a sofa at one end of 
his vast room in toe Trea- 
sury. He was dismissive of 
forecasters who questioned 
the Treasury’s economic 
growth assumptions of l 3 i 
per cent next year and 2 per 
cent thereafter. “If you look 
at retail sales, consumer 
spending, the general state 
of growth in the economy, 
these are consistent with the 


FT INTERVIEW GORDON BROWN 


No truck with the doubters 

In combative mood, the UK chancellor tells Robert Peston that he will not be blown away by criticism 


forecast we have actually 
made." 

The Tories are warning, 
however, that government 
borrowing and/or taxes will 
have to rise towards the turn 
of the century. 

"1 stand by the figures we 
set out and we will deliver 
these figures," Mr Brown 
said. “My whole policy is to 
be judged by results. We will 
come within these projec- 
tions." 

His mood was combative. 
“Nobody was convinced in 
our first year we would meet 
our spending target and we 
did. Nobody was convinced 
we would reduce public bor- 
rowing and we did." 

He would be “seen to be 
comfortably meeting" his 
“fiscal rules", which are that 
the government should only 
borrow over the course of 
the cycle to finance invest- 
ment - rather than current 
expenditure - and that the 
ratio of public debt to gross 
domestic product should 
tend towards the “sustain- 
able and prudent" level of 40 
per cent 

He was outraged that he 
should be attacked by the 
Tories for “fiddling the fig- 
ures". His accounting meth- 
ods and forecasting tech- 
niques were “far more 
cautious than toe previous 
government”. 

Anyway the economy was 



“performing as we said it 
would”. In the faintest echo 
of the last Tory govern- 
ment’s contentious "it hurt 
but it worked" justification 
of early 1990s recession, he 


said toe slowdown was “nec- 
essary" to move toe econ- 
omy to “a path of sustain- 
able growth". 

The implication appeared 
to he that ha was braced for 


a rise in unemployment, 
which would be profoundly 
embarrassing given the £5bn 
he is spending on job- 
creation schemes through 
his so-called New Deal 

But he would have tirniw of 
it There might be a rise in 
labour shedding, but he said 
It was extremely unclear 
whether this would lead to a 
rise in unemployment. Much 
depended on toe govern- 
ment's myriad schemes to 
find work for toe young 
unemployed, the long-term 
jobless, single parents and 
the disabled. 

Meanwhile, he understood 
fears about the impact on 
jobs of the level of staling, 
•but felt they were exagger- 
ated. “There is a difference 
between a pound at DM8.10 
[its peak] and a. pound at 
DM2L83 [the cozrent level]." 

His major ■ concern 
remained the level of wage 
inflation, which was far too 
Ugh. "The one factor I have 
been drawing attention to all 
toe time these last few 
TTionthg js wages-" 

There was a warning to 
businesses anti trade unions, 
when he pointed out that the 
Rank of En gland ’s mandate 
to hit the gove rn m e nt ’s ZS 
per cent Inflation target 
overrode all other economic 
concerns. 

“In the new system toe 
inflation target will be met 


It can either be met by 
people paying themselves 
responsible wage settle- 
ments or it can be met by 
higher interest rates.” 

There was a trade-off 
within "individual compa- 
nies" between pay increases 
and job creation, but they 
would “have to make their 
own decisions about how 
they move ahead". - 
When pressed on whether 

The one factor I 
have been 
drawing attention 
to all the^iine 
these last few 
months is wages 1 


company directors were 
rew ar ding themselves exces- 
sively, he said there had "to 
be leadership on these mat- 
ters from toe boardroom 
upwards” and It was “a mat- 
ter of leadership and respon- 

sMBtjr. 

However, it was “not a 
matter, for the • gov ernment 
to set wages in the board- 
roam”, although he was pre- 
pared to intervene to curb 
alleged-greed by utility com- 
pany executives. “l am par- 


ticularly. concerned, about 
what happens in a monopoly 
wtere there is no consumer 
power being exercised." 

His other obsessions of toe 
mo ment are competitiveness 
and competition. - Never 
reluctant to stray into the 
territory of Margaret Beck- 
ett, toe trade and industry 
secretary, he indicated his 
preference for stripping the 
Department of Trade and 
Industry of its quasi-judicial 
role, as the ultimate arbiter 
of whether takeovers and 
mergers should- be permit- 
ted. 

*3 believe we will have to 
consider further steps to 
improve competition in the 
economy.” One possible way 
was “to do for competition 
policy what we have done 
for monetary policy”. This 
would entail the DTI setting 
“rules and objectives" but 
leaving decisions to “inde- 
pendent competition authori- 
ties” either at the level of 
the European Union or 
domestically. - . 

Meanwhile, . . he - was 
haunted by the productivity 
gap between ton UK and its 
main international competi- 
tors, which he estimates at 
between “40 and 50 per. 
cenPi • 

He baa been holding semi- 
nars of business people, 
policymakers and academics 
to discuss possible cures. 


“That productivity issue 
goes right across the econ- 
omy and it is not simply a 
problem of manufacturing. 
Even in some of the newest 
.industries, including ser- 
vices, we are going to have 
- to do a great deal better.” 

Even though . be has 
already had two Budgets, 
one “green budget" and two 
detailed spending announce- 
ments since the election in 
May 1997, be was “already 
thinking of the next Budget 
. and how we can remove fis- 
cal, regulatory, cultural bar- 
riers that exist to higher pro- 
ductivity in this country." 

. This is a minister who 
apparently sees himself as 
chief executive of UK pic, 
while the prime minis ter is 
chairman, possibly a non- 
executive one. He was not 
remotely abashed by allega- 
tions that he had increased 
toe Treasury’s sway over all 
other departments, by link- 
ing ihe provision of new 
resources to toe effective- 
ness with which it Is spent. 

“The challenge is to man- 
age expenditure in terms of 
outputs and what you are 
going to achieve over a 
period of years and that is 
why there has to be proper 
assessment of whether the 
targets you set down are 
being met and how they are 
being met,” he said. “That 
will require an auditing 
function 'as well as a scru- 
tiny function." 

As for anyone who should 
question the righteousness 
of his purpose/ he was char- 
acteristically blunt “We are 
not going to be blown away 
by .the. first hint of criti- 
cism.” 


I s the much heralded 
“Invasion of Europe" 
by leading US buy-out 
groups finally about to 
happen? Predictions that US 
buy-out specialists such as 
Kohlberg Kravis Roberts 
would come to dominate the 
European private equity 
market have been as com- 
mon as sightings of UFOs. 
They have also been about 
as accurate. 

This week, however, saw 
Europe's largest public-to- 
private deal of the decade. 
On Wednesday, KKR 

announced that together 
with five investment part- 
ners, It had agreed to buy 
Willis Corroon, the UK-based 
insurance broker. The deal 
valued the company at 
£95lm, more than three 
times any previous KKR deal 
in Europe. 

“The chances are that we 
are now going to buy more 
companies in Europe,” say? 


KKR sets its si 


on 



William Lewis assesses the latest deal by the US buy-out specialists to purchase Willis Corroon 


Henry Kravis, founding part- 
ner of KKR. “It is a trend 
that has been going on for a 
couple of years that should 
now start to become a real- 
ity." adds Ben Sullivan, who 
helps private equity firms 
raise funds at Merrill Lynch, 
the US investment bank. 

Private equity groups, oth- 
erwise known as leveraged 
buy-out (LBO) firms, speci- 
alise in raising funds from 

institutional investors, 

which they then invest over 
a ten-year period. Typically, 
they take over public compa- 
nies that, they think, are 
undervalued by stock mar- 
kets, boost the profits and 
cash in by selling it to a 
trade buyer or floating it on 
the stock market 


In the late 1980s, this activ- 
ity got a bad name in 
Europe. Several US compa- 
nies failed with headline- 
grabbing takeover attempts. 
Wasserstein Perella, for 
example, an investment 
bank, last out an its hostile 
attempt to take over Gate- 
way, toe UK food retailer, in 
1989. The reputation of being 
"barbarians at the gate" (the 
title of a book about KKR's 
buy-out of RJR Nabisco) did 
not help. 

Two things may now alter 
thi«p the gigantic sums being 
attracted into buy-out fends 
in the US aij fl chang ing atti- 
tudes in Europe. 

In toe second quarter of 
this year, US buy-out funds 
raised more than $23bn of 


new money, according to 
Buyouts, the US newsletter. 
This is thp highest annum* 
ever raised In a single quar- 
ter flwd beats % amount 
raised in the whole of 1996. 
Michael Klein, co-head of 
acquisition finance at Salo- 
mon Smith Barney, the 
investment bank owned by 
Travelers Group, says there 
are now at least 60 US firms 
that have each raised mare 
than film of equity. On the 
basis that private equity 
firms are able to leverage 
their investment funds by at 
least four to one, KKR’s $6bn 
fend gives it baying power 
of around S24bn. 

US buy-out fends typically 
are permitted to invest 
around 25 per cent in non-US 


businesses. In the past, they 
have stopped short of fully 
exploiting this,, but with 
takeover prices for public 
companies reaching new 
highs in the US, executives 
say that is likely to change 
with increased European 
investments. That would 
imply the funds increased 
the amount they could spend 
in Europe by up to |7bn ih 
the first three months of the 
year alone or up to g28bn. 
given the four-to-cne ratio. 

Many of the US firms have 
opened offices in London 
and are relocating senior 
executives or recruiting in 
Europe for staff. In addition, 
there are approximately 10 
European fends, which have 
raised at least SZbn of 


equity, Mr Klein says. “Both 
US funds and larger Euro- 
pean fends are .now looking 
more actively than ever 
before for .large deals in 
Europe," he says. 

The time seems ripe 
because of changing Euro- 
pean attitudes. In the words 
Of the New York-based head 
of M&A at a US Investment 
_ bank, “there are great 
swathes of out-of-favour, 

. underperforming or just bor- 
ing medium-sized public 
companies- in Europe that 
now appear trilling to be 
snapped up and taken out of 
the stock market”. 

The chang e bap . been 
inspired partly *by ; toe move 
to a single currency, which 
along with increased focus 


Money raised by IB leveraged 
bey -o ut fir m s 
:«tor ' • 

•as.. .. ~ • 



'. 198Z 93 M 9S w 87 98 . 

on shareholder' value, is 
leading European companies 
to consider selling non-core 
businesses, ft has also been 
helped by . the growth of a 
j unk bond market on the 
continent that provides US 
buy-out; funds with the 
Instruments they use in arr- 
anging LBOs at home. 


“The main, change is ( 
fact that. opportunities i 
coming up, ” says Mr Krat 

True, not all investors i 
quite so bullish. Steph 
Schwarzman, whose Bla< 
stone group. : recenl 
acquired the Savoy Ho 
group in the. UK, points c 
that “with stock markets 
Europe hitting record higi 
you are unlikely to find fa 
-gains”. 

Even so, if Europe mere 
begins to close the gap wi 
the US, it would still see 
big increase in LBOs. U 
year, according to Buyou 

US private equity fin 
spent $28bn in buy-out d« 
in America while Europe; 
equity firms, .according 
too European Venture Ca] 
tal Association, spent $5fc 
If Europe one day has 
third as much LBO activi 
as the US, it would me; 
almost doubling the bm 
ness. 
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Power games 
in Iran 
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Tbe hardliners in Iran's Islamist 
revolutionary regime presumably 
believe they claimed an impor- 
tant scalp yesterday by sentenc- 
ing Gholamhossein Karbaschi, 
the mayor of Tehran, to five 
years in jail and a heavy fine for 
alleged embezzlement 
Yet the battle over Iran's 
future between reformers around 
President Mohammed Khatami 
and conservatives loosely 
grouped behind Ayatollah Aii 
Khamenei, the Islamic republic's 
Supreme Leader, will not be 
' decided in a rigged court Mr Kar- 
- fr»KCh|, moreover, whose popular- 
lty is second only to the presi- 
dents, has seen his prestige as a 
•• courageous reformist much 
pnhanrwd by this blatantly polrti- 
cal show trial 

The 45-year-old mayor's real 
• • crime was that he was the chief 
-l strategist of Mr Khatami's land- 
: slide electron victory last May, 
from which the conservative 
establishment has yet to recover. 
The theocrats, having lost their 
legitimacy at the polls, have been 
reduced to petulant revenge This 
win not advance their cause. 

True, Ayatollah Khamenei 
retains control of the armed 

forces, the Revolutionary Guard, 

and the judiciary. But the myriad 
and competing power centres 
controlled by the conservatives 
have been unable to regroup, and 
have tended more to random 
.provocation than a coherent 
; response to the reformists. 


In June, for instance, the thin 
conservative majority in the Maj- 
lis (parliament) impeached Abdol- 
lah Noun, one of Mr Khatami's 
closest antes as interior minister. 
Mr Nouri had moved quickly 
after the election to replace all 
provincial governors (who con- 
trol elections) and rid the chrfl 
service of political appointees. 
The h e ad of the Revolutionary 
Guard was also replaced. The 
first in a queue of political par- 
ties - headed by Mr Karbaschi - 
was legalised. 

The president's response was 
to promote Mr Nouri to vice- 
president, and this week to 
replace him with an equally radi- 
cal successor. Mr Khatami stated 
dearly before the Karbaschi ver- 
dict that he would not be 
deflected from his programme of 
creating pluralist and account- 
able government. He has the sup- 
port of the overwh elming major- 
ity of his people not only at the 
polls but in the streets - hitherto 
monopolised by gangs of I&lami- 
caliy correct enforcers. 

The hardliners have shown 
that they fear open confrontation 
in the streets. Mr Khamenei was 
forced to release Mr Karbaschi on 
ball in April at the first sign of 
riots, and the expectation now is 
of a face-saving compromise to 
keep the mayor oat of jaSL AH in 
all, the discredited elite that 
arose out of the 1979 revolution 
looks to have scored another own 
goal 


Fairweather fisc 



France bites a bullet 

Alexander Nicoll, David Owen and Robert Graham look at the implications for European 

defence of Aerospatiale’s privatisation and restructuring 


The draft budget for 1999 which 
Dominique Strauss-Kahn, the 
French finance minister, outlined 
this week is a fairweather bud- 
get 

Basking in the sun of revived 
economic expansion, he has 
avoided the sort of spending cuts 
or tax reform that would provoke 
the government’s left-wing allies, 
- and has bees happy to let growth 
do the job of reducing France's 
public deficit He may well get 
away with it But if growth fal- 
ters next year, he will have been 
shown to be too complacent 

In his plan, to be unveiled in 
detail in September, Mr Strauss- 
Kahn alma at wr i t i ng the overall 
public deficit freon 3 par cent of 
gross domestic product this year 
to &3 per cent next year. As far 
as the central state budget goes, 
he may fait his targets. Though 
public spending may overshoot, 
tax revenue is coming in fasts- 
than flnti fti pfltpri this year, and 
will be not be greatly affected by 
Mr Strauss-Kahn's tinkering with 
tax rates foij 1999. 

His one reform involves remov- 
ing a part of France’s heavy bur- 
den of payroll taxation. This 
should help, labour-intensive 
firms, and thus overall employ- 
ment. Otherwise, for reasons of 
coalition politics, value added tax 
on energy is to go down, and the 
rate of the country’s archaic 
wealth tax up. This will have 
little practical effect - France’s 
astute rich have always been able 
to legally park their assets out of 
reach - but it has helpful politi- 


cal overtones. As Lionel Jospin 
said in London last night: “We 
say yes to market economy, but 
no to market society.” 

A bigger doubt hangs ova: the 
goal of pushing the social secu- 
rity system - off-budget expendi- 
ture that nearly matches the 
state budget in size - into sur- 
plus next year. The system is 
paying out less in dole money. 
But health spending is accelerat- 
ing again and the government’s 
only r esponse seems to be to soak 
the drug companies once more. 

“Some regard this deficit (2£ 
per cent) as still too high, but the 
rhythm of adjustment Is 
the highest in Europe,” said Mr 
Strauss-Kahn. France can be 
accused of slackening its fiscal 
effort, after qualifying for the 
euro earlier tins year. But the 
charge is blunted by the fact that 
many other European govern- 
ments are slackening off even 
more. 

There is less excuse for the 
government’s failure to tackle 
the broader issue of tax reform. 
In general, France's tax rates are 
too high, and the base an which 
they are levied is too narrow. 

France is again leading the 
controversial campaign for ED 
tax harmonisation, largely to pro- 
tect itself from the inadequacies 
of its own tax system. But the 
campaign may not succeed. Mr 
Strauss-Kahn should have used 
his first budget to make a start 
on fixing his country’s tax sys- 
tem. rather than asking the EU 
to do it for him. 


Costly greenery 


Roll out a chart of the southern 
North Sea, and you win discover 
that the seabed is covered with 
Mack crosses, each representing 
a ship in its watery grave. 

Over the years, these wrecks 
have become homes for all kinds 
of marine hfe. The accuracy of 
modern navigation systems pre- 
vents them from being a hazard 
to shi p pin g . No sensible person 
would suggest that billions of 
dollars should be wasted in 
removing all these wrecks. So 
why is there such a fuss about 
taking away every scrap of the 
475 oil platforms now approach- 
ing foe end of their lives? 

Yesterday the countries belong- 
ing to the Oslo Paris Conference 
(Ospar) on the marine environ- 
ment agreed yet more restrictive 
rules for disposal The oil indus- 
try has, for some years, agreed 
that all the smaller platforms 
should be completely removed - 
modern equipment and huge lift- 
ing barges make this relatively 
inexpensive. 

But for the largest deep sea 
platforms, complete removal 
would be expensive and involves 
dangerous work. In some cases, 
toppling them on their sides, far 

below the surface, would have 
been a sensible option. But this 
was long ago rejected. Even cut- 
ting than off 55 metres below the 
surface is now not good enough. 
The ministers agreed that even 
the seabed footings must be 
brought ashore for all but the 41 


largest - those over 10.000 
tonnes. Even for these, the balk 
of the structure must be 
removed. 

This is Green correctness run 
wild. Taking away the footings Is 
not even environmentally sound 
in some cases, where it will stir 
up pollutants on the seabed. The 
effect of the tighter rules will be 
add some £4bn to disposal costs. 
Under the present tax regime, 
about a third of this will be met 
from the public purse. 

The ministers also agreed 
nuclear effluent targets, which 
seem much lower than is neces- 
sary on any reasonable assess- 
ment of risk. These will also 
result in costs far out of propor- 
tion to thB likely benefit - or to 
the benefits of spending the 
money on other things - such as 
on hospitals and schools. 

Unfortunately, most of tbe 
countries voting for tighter 
restrictions do not have to bear 
the costs, so it Is cheap and easy 
for them to listen to the green 
lobbyists. 

Only the UK and Norway are 
affected by tbe ruling on oQ plat- 
forms ami the UK and France by 
the cleanup of nuclear process- 
ing plant. These countries were 
not able to make an effective 
enough argument feu- economic 
coniiTKtti gen”*- Of couxsei, pollu- 
tion must be controlled. But 
there should be reasonable lim- 
its. This accord goes far beyond 
them. 


F rance's decision to pri- 
vatise Aerospatiale is 
the most dramatic move 
so far in the process of 
creating a pan-European defence 
industry able to compete with tbe 
Leviathans of the US. 

Europe's largest aircraft and 
defence companies are negotia- 
ting what would be a three-way 
merger of unprecedented size and 
ambition. The idea is that British 
Aerospace (BAe), Daimler-Benz 
Aerospace (Dasa) of Germany 
and tbe new Aerospatiale will 
unite to form one of tbe most 
powerful companies in Europe, 
intended to rival Boeing and 
L ockheed Martin. 

Many obstacles stand in the 
way of this goal But tbe biggest 
has been ptate control of Aeros- 
patiale. 

Last year, tbe French govern- 
ment agreed to act with Britain 
and Germany to force through a 
restructuring of Europe’s aero- 
space and defence companies. 
The three governments said that, 
with defence budgets being cut, 
they wanted better value for 
money in weapons systems. Only 
a consolidated European industry 
could deliver this. If the compa- 
nies failed to provide one. tbe 
governments would have to buy 
American - and Europe's indus- 
try would wither away. Or so 
went the threat 
In March, the three companies 
responded by agreeing on the 
principle of forming a unified 
group with a single management 
quoted on tbe stock market The 
Airbus commercial aircraft busi- 
ness would be a key element of 
the new company which would 
integrate military and civil busi- 
ness. 

However, the French govern- 
ment’s role as owner of sprawling 
inefficient companies conflicted 
with its role as customer, 
demanding value for money. 
That the French state would 
have a substantial. stake in tbe 
proposed united group was unac- 
ceptable to BAe and Dasa. 

In recent weeks, governments 
and company chiefs have put tre- 
mendous pressure on the French 
government to allow much 
greater re stru c turi ng. Jflrgen 
Schrempp, Daimler-Benz's chair , 
man, met Dominique Strauss- 
Kahn, the Frpnch finance minis- 
ter, and impressed upon him the 


urgency of rationalising the 
industry across Europe. To 
French irritation. George Robert- 
son, UK defence secretary, spoke 
of basing the new European com- 
pany on the consortium building 
the Eurofighter aircraft, in which 
BAe and Dasa are partners but 
French companies are not 

It is hard to judge the force of 
threats to exclude France since 
those putting pressure on tbe 
French government know that if 
they fail to win France's 
co-operation, the scope for 
savings from pan-European con- 
solidation would be seriously 
undermined. 

In any case, France did not 
want to risk being left behind. Jts 
response came much more 
quickly and was more extensive 
than anybody expected. On 
Wednesday, It said it would 
merge Aerospatiale with tbe 
defence interests of Lagardfere, 
the private sector defence and 
publishing group, and would hold 
less than a majority in the com- 
bined group. 

As recently as June 28, when 
the possibility of a deal with 
Lagardere began to take shape at 
a meeting of the two companies, 
the idea of a merger was a 
dream. But it took little more 
than three weeks to establish the 
political and corporate commit- 
ment to the merger under which 
Lagard&re will take 30 to 33 per 
cent of the combined group, with 
a further up to 20 per cent 
floated. Lionel Jospin, prime min- 
ister, overcame his reservations 
at a meeting with Jean-Luc 
Lagardbre, the head of the com- 
pany. in a TV studio in the first 
week of July. 

A key element influencing the 
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government was mounting pres- 
sure from EU partners. French 
officials conceded that Britain 
and Germany had become 
increasingly impatient. They 
were shocked by an Anglo-Ger- 
man agreement in an entirely dif- 
ferent area - the decision by the 
Frankfurt and London stock 
exchanges to form a single Euro- 
pean platform to trade equities. 
That deal provided an alarming 
example of how France might be 
left out in the cold by its biggest 
EU partners. The threat of a simi- 
lar development in defence 
looked increasingly serious. 

France has not, however, been 
persuaded to cut Aerospatiale 
loose. The deal ensures tbe gov- 
ernment retains a strong influ- 
ence because the combined 
stakes of the public sector and 
employees will exceed 50 per 
cent There will also be a golden 
share to preserve national 
defence interests. 

This exposes Paris to the 
charge of continuing to follow a 
“Franco-French" approach - the 
very thing it was criticised for 
last year when it unveiled a 
restructuring of the Thom- 
son-CSF electronics group includ- 
ing assets of Alcatel, Dassault 
and Aerospatiale. 

Yves Michot. Aerospatiale 

flhjrinnan, sought to riistingiiiab 
between the two deals, arguing 
that Aerospatiale and Lagard&re 
were “already very heavily 
engaged in European partner- 
ships..Jt is not a Franco-French 
ensemble that will dose in an 
itself". French officials said it 
was a necessary transitional 
phase, permitting bargaining 
over wider integration. 

But uncertainties continue to 




hang over the project, even 
though the initial reaction of gov- 
ernments and companies was 
positive. BAe said the French 
move was “good news and most 
encouraging”. Manfred Bischoff, 
Dasa's chief executive, said it 
represented “significant progress 
cm the path towards integration 
of aerospace capacities within 
Europe”. Industrialists said the 
presence of Lagard&re executives 
at Aerospatiale would help the 
company deal with private-sector 
partners. “They are people we 
can do business with” said one 
British executive. 

However, analysts raised three 
questions about the move. First, 
would tbe privatisation be com- 
pleted in time to stave off deals 
between European companies - 
especially a BAe/Dasa link - 
which would exclude France? 
The German and British position 
is that mere promises from Paris 
are not enough: privatisation has 
to be completed. 

Second, where would Dassault 
Aviation, which makes Mirage 
and Rafale fighters, fit into the 
French reorg anis ation? True con- 
solidation should involve 
France’s military aircraft indus- 
try, but the Dassault family has 
not indicated it is willing to par- 
ticipate. Aerospatiale has a 46 per 
cent stake in Dassault 

Third, how far can Lagard&re’s 
managers achieve cultural 
changes in Aerospatiale? The 
French government will remain 
by far the largest shareholder 
and its influence is highly 
unlikely to be negligible. 

What may determine the 
extent of the change in approach 
is the degree to which Lagard&re 
executives such as Philippe 
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OBSERVER 


Rookies run rule 
over banks 

Masaharu hfino has a lot on Ns 
plate. The head of the Financial 
Supervisory Agency, Japan's new 
financial watchdog, has just a 
couple of months to give Japan's 
top 19 banks a thorough 
going-over. 

IfH bathe first real independent 
'regulatory look into the banks’ 
books. The banking bureau of the 
finance ministry, which used to 
look after them, wasn't much use. 
ft turned out that the banks were 
looking after ministry officials, 
entert ai ning them on a lavish scale. 

Enter the FSA and Hina He’s a 
puttie prosecutor by training who. 
Eke most of Ns staff, was chosen 
partly for his lack of ties to the 
finance ministry and the banking 
Industry. A clean image is much 
more important than financial 
experience for the agency’s 
credibility after the scandals that 
engulfed the ministry. 

The FSA began its probe of the 
big banks test week, and Is 
supposed to complete it by the 
end of September, when it goes on 
to deal with the smaller fry. The 
PSA can fine banks or even dose 
them - an awesome respondURty 
fri such a ftagDe and troubled 
industry. 

But most of the 165 inspectors 
among tee agency’s 400 staff - 
even the five certified accountants 
who were foe FSA’s star recruits - 
have no experience in hank 
inspection. 


So it’s good to know that a 
serious training push is under way. 
But as they move aito the complex 
thickets of the country’s biggest 
banks, It's hardly reassuring that 
foe most popular course is called 
“financial inspection for beginners”. 

Match point 

Ranee's World Cup victory may be 
helping to transform the country In 
more ways than anyone suspected. 

Executives dose to this week’s 
agreement to merge state-owned 
planes and rockets outfit 
Aerospatiale with the defence 
interests of Lagardere have 
suggested that the euphoria 
generated by the boys in bleu may 
have helped to speed foe deal 
along. 

The first discussions on foe 
subject between foe two sides, 
took place on June 28. the day 
France met Paraguay. Any tensions 
In foe conference room were as 
nothing to those on the pitch - 
France won 1-0, with a "golden 
goaf” in extra time. 

Corporate rapprochement hadn't 
quite reached the stage where the 
two sides could watch the game 
together. One executive admits 
that his side watched it during a 
■post-meeting assessment”. 

Grave Digger 

Opting for US citizenship had 
plenty of upsidee for Rupert 
Murdoch, the richest Aussie of 
them ail. Now comes the downside 
- he and Anna, his wife of 31 


years, could be heading for one of 
foe biggest divorce settlements of 
all time, played out under foe 
watchful eye of News Corporation 
shareholders. 

Which makes the continuing 
below -stairs reve la tions from their 
forma- butter Philip Townsend 
rather timely. In the latest edition of 
the British magazine Punch, he 
reflects on Anna's constant efforts 
to drag her husband away from his 
global board game for a spot of 
rest and relaxation. But his eyes 
glazed over at the sight of Greek 
antiquities and Anna c o nstantl y 
battled to get him to classical 
concerts: he cfidnft "hold with all 
this cultural stuff". 

Apparently the couple went off 
one night to a Sky Television 
production of Carmen. Murdoch 
thought it was foe musical Camelot 
and, when Anna set the record 
straight retorted: "So what? Ifs ail 
the same to me." Bizet's opera 
could prove a breeze, compared 
with the possible Murdoch drama 
to come. 

Eunuchs enough 

The rowdy debate in India's 
parliament over reserving seats for 
women has seen the country's 
ftgras - eunuchs - jumping on the 
bandwagon. There ere thousands 
In India’s most backward states 
where they are considered to have 
semi-magic powers. 

There has even been a rally in 
Patna, in India's north-eastern 
state of Bihar, to back their 
demand for 20 per cent of the 


seats in stale assemblies. Echoing 
a common refrain in modem Indian 
politics, they say It’s the only way 
to enfrOTChlse and uplift their 
downtrodden community. 


No one's giving them much 
chance of success, though one 
suspects that l_ahx> Prasad Yadav, 
the wfly Bihar opposition leader 
who opposes resaved places for 
women, will be happy If they carry 
on trying. 

Indians planning weddings might 
also be grateful if the hgres 
concentrate on politics. It might 
divert them from turning up at 
almost every wedding in the 
country where they threaten to 
gatecrash and display their private 
parts - a guarantee of bad luck - 
unless they're paid to go away. 

Chipped mug 

Computer Associates is continuing 
to sponsor the Gilbert cartoon strip 
in the Wall Street Journal, labelled 
"high-tech laugh of the week”. 
Observer thought that, having 
ignored the Aslan crisis urrtD 
Wednesday, Computer A s soci a tes 
was the high-tech laugh of the 
week. 

Sun strike 

Italy's 200, 000-strong beach 
workers' union is unhappy with a 
new tourism bHL So next Friday 

there's 8 protest strike - they 
aren't going to issue any beach 
umbrellas. Calamine lotion futures 
should be worth a punt 


Camus (the head of the part 
which will merge with Aerospa- 
tiale) are given a say. Until 
details are finalised, Lagard&re 
could run the risk of plunging its 
defence assets Into something 
over which it could emerge with 
little control. 

Mr Camas insists Lagardere 
will "implicate itself as widely as 
possible in the management of 
the company”. This may be 
reflected in a top management 
structure comprising a supervi- 
sory board headed by an execu- 
tive from one of the partners - 
possibly Mr Michot - and a direc- 
torate headed by someone from 
the other. The presence of Mr 
Camas may also help to en sure 
good relations with Airbus, now 
beaded by Nog] Forgeard, his for- 
mer colleague at Lagardere. 

For all yesterday's smiles, 
handshak& and cordiality, how- 
ever, the difficulties of forging an 
effective company out of two 
entities with highly divergent 
business cultures should not be 
underestimated. This week’s 
move is an agreement of princi- 
ple where, as one participant 
said: "the lawyers have been kept 
away from the table”. Much devil 
may lie in tbe detail 

And if the cultural differences 
involved in the French merger 
are rha)i pn g in g , how much more 
so will be the more ambitious 
venture that Aerospatiale is Just 
a step towards: creating a Euro- 
pean defence company by weld- 
ing the new French grouping to 
British and German cnmpaniog 

A structure for the pan-Euro- 
pean group has still to be agreed. 
This will be a tricky process as, 
while ga ining the benefits of 
cross-border rationalisation it 
must be sure to retain tbe confi- 
dence of its domestic customers: 
to the ministries of defence, it 
must be French in France and 
German in Germany. 

Consolidation will not remove 
the domestic politics which 
always plays a part in defence 
procurement. But it should 
enable the industry to organise 
itself along much more commer- 
cial lines. 

As one participant In the nego- 
tiations put it: "Decisions based 
on purely economic grounds win 
not be taken in this market for 
quite some time. But they will be 
more economic.” 


50 years ago 

Malaya Communists Banned 
The U.K. Government has 
agreed with the local 
Government in Malaya to ban 
foe Malayan Communist Party 
and its three satellite bodies. 
The Commissioner-General in 
Malaya has said that he is 
satisfied that the party has been 
manly responsible for plaining, 
arranging andtoanylng out the 
present violent attack on the 
Government and foe campaign 
of murder, and is foe mainspring 
In foe present disturbances. Mr. 
Creech Jones, Colonial 
Secretary, made clear in the 
House of Commons yesterday 
that foe U.K. Government had 
no desire to “suppress pofttical 
opinion,” but added that there 
could be ‘no place in an 
ordered society for bodies which 
seek to attain their ends by 
murder of innocent people. ” 

Itafian Unions May Spfft 
One of the effects of the recent 
disorders in Italy has been Chat 
foe disagreements between 
Communist and Christian 
Democrat trade unionists have 
now come out into foe open and 
may result in a split The 
Christian Democrats say they 
cannot remain In an organisation 

which has made itself 
responsible for open revolt 
against the Government 




--- •- 





16 


PRINTERS 
FAX MACHINES 


FINANCIAL 



>.v w w.pjcciir.com 


FRIDAY JULY 24 1998 


THE LEX COLUMN 


France lowers defences 


Is this privatisation or nationalisation? 
LagardSre’s exchang e of its defence assets 
tbr a 30-33 pear cant stake in Aerospatiale 
has elements of hath. But what Is clear is 
French panic at the prospect of being left 
out of Anglo-German defence co-opera- 
tion. British Aerospace and Tta«i are more 
advanced in their talka rfrnn the French 
would like. Hence promises to float a fur- 
ther 20 per cent of Aerospatiale next year 
to erode concerns about merg in g with a 
company answerable to politicians, not 
shareholders. 

Since state ownership of Prance's 
defence industry has long been the stumb- 
ling block to a pan-European defence com- 
pany, tiie Lagard era/ Aerospatiale deal Is 
an Important step. But there is a way to 
go. With the Breach state set to hold over 
40 per cent of Aerospatiale - as it doss of 
Thomson-CSF - doubts will Unger over 
whether politics may Impede rationalisa- 
tion. Cost-cutting is, after all, the whole 
point 

If this is not resolved. Aerospatiale's 
value at flotation will be dirciinfahAri, to 
the disadvantage of French taxpayers and 
Lagard&re shareholders. While roughly 
British Aerospace’s equal in terms of 
sales, Aerospatiale will be valued at a 
considerable discount because of its dis- 
mal profitability. Nonetheless, with its 
stakes in Dassault, Thomson-CSF and 
now the valuable Lagard&re assets, it is 
an Increasingly attractive merger partner. 

It wffl be even more so when fully priva- 
tised. 
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comes despite a solid contribution from 
the defence division and the remedial 
action already faikpri. 

The grain of good news is that Boeing 
will accelerate cost cutting and start pay- 
ing attention to its bloated working capi- 
tal It has also set clear, public targets for 
marg ins, stock turn and costs against 
which it expects to be measured. Less 
satisfactory is a new executive incentive 
scheme, t .inking the awards to the share 
price is sound. But the hurdle - 10 per 
cent annual growth In the stock price 
over 5 years - is hardly demanding, par- 
ticularly given the bombed-out shares. If 
captain Phil Co adit does not manage that, 
he should grab his parachute and head for 
the exit 


Boeing 


Unklaters & Alliance 


It la fasten your seatbelt time again at 
Boeing, which has not missed an air- 
pocket since production difficulties first 
surfaced last summer. Since then,, the air- 
craft maker has also a nf fa rad from falling 
prices, problems with new models and 
order eangpTTaHnng by Asian alrlfana Yes- 
terday’s fresh bad news, which knocked 
the shares down over 10 per cent, was 
that recovery will take far longer than 
was foreseen. 

For the first Him* in. its history, Boeing 
feels guilty enough to try to guide airsick 
investors by projecting its profits - and 
the figures make ugly reading. It predicts 
net earnings of $lbn this year and $Zbn in 
1999. Analysts had expected around Sl-Hm 
and $&2bn respectively. This shortfall 


On the face of it, the logic is Impecca- 
ble: an integrated European law firm to 
snaffle up the promised largesse of corpo- 
rate restructuring and fund-raising in 
Euroland. Unklaters brings the interna- 
tional dimension and London’s financial 
savvy, its European partners contact 
books thick with companies slowly wak- 
ing to the joys of market capitalism. 

That, of course, is the aim What baa 
been announced fails some way short of 
that. France, Spain and Italy are still 
large gaps in the new alliance. Moreover, 
malting Hip t ransi tion to a sing le. Inte- 
grated entity will involve much heart- 
ache. Law firms are not known for lightly 
relinquishing their sovereignty. Finally, 
Unklaters' European strategy has lagged 
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cut to Japanese rating 


that of some of its UK competitors. The 
new alliance looks more a case of catch-up 
than leapfrog. 

The acid test, of course, will be whether 
L&A, as a single unit, can generate new 
business more effectively, than its rivals. 
It stands a decent chance: clients will 
welcome the simplicity of dealing only 
with one firm, yet getting a uniform pan- 
European service. Delivering this will 
require strong leadership and the setting 
aside of parochial concerns. 

At the same time, the challenge win be 
to lift tbs subdued profitability of the con- 
tinental firms towards UK levels. These 
are all tall challenges: the best reason for 
hope Is that the allian ce cannot afford to 
faiL 


By Paul Abrahams rod MfcMyo 

Kaksooto hi Tokyo 


Is ICTs daring transformation from bulk 
ffhamiralfl giant into Speciality ffhgnri«ilK 
darling already unravelling? After yester- 
day’s profits warning, a dose of scepticism 
rightly crept in. Market sentiment hag 
not been helped by ICTs investor relations 
bungle last month , when same analysts 
downgraded forecasts following private 
briefings. The market may have hoped for 
too much too soon. But the company 
should take the blame Cor not managing 
expectations better. 

Much of yesterday’s bad news was pre- 
dictable. The 4 dun erfeis is hitting sales 
in the region. Sterling’s strength has 
taken Its toll, and a delay in sloughing off 
bulk chemicals is up ICTs inter- 

est bilL None of this detracts from the 
r ationale of moving into' less cyclical *mit 
higher margin speciality' chemicals. 
Indeed, the profits growth in these busi- 
nesses is encouraging, although, the mar- 
ket may soften. Rivals such as IFF are 
starting to feel the pinch, again from Asia, 
and why should ICI buck the trend? 

This aside, two things threaten to blow i 
ICI off course. A struggle to sell its : 
r emaining commodity, chemicals would 
keep the balance sheet uncomfortably 
stretched. The prospect of a quick sale 
cannot have been helped by the had trad- 
ing news. Another risk is that Id fells to 
Improve Its coatings business but still 
hangs on to it, thereby diluting the bene- 
fits of speciality chemicals, 

A truly transformed Id would consider 
a demerger. 


Moody’s, the US credit rating 
agency, yesterday said it was consid- 
ering downgrading securitie s issued 
or backed by the Japanese govern- 
ment. 

A decision to take away Japan’s 
Aaa status, the highest status 
awarded by the agency, would 
deliver a blow to the nation's pres- 
tige. It would make Japan, the 
world’s largest creditor, the only 
member of the Group of Seven lead- 
ing industrialised nations sot to 
have an Aaa rating. 

Although, the US company’s move 
will not necessarily result in a cut, it 
does begin a formal review process, 
and comas at a critical moment for 
Japan - it is suffering from its worst 
recession in more than 50 years, and 
is effectively leaderless. 

The ruling Liberal Democratic 
Party will today choose a new party 
president and prime minis ter to 
replace Ryu taro Hashimoto. He 
decided early last week to stand 
down after the LDP’s poor showing 


in upper house elections. Moody’s . 
an nouncem ent triggered- a fell in 
eqifity markets across Asia. The yen 
dropped from Y140 against the dollar 
to YU1.85 in late Tokyo trading, 
-while the benchmark Nikkei 225 
average tumbled 106 paints, or QA 
per cent, In 15498, for Hong Kang, 
the Hang Seng average riid 2A per 
cent, while In Thafi&nd the SKT 
index declined 8*^' cent ' 

The US rating agency's decision 
brought a sharp "respdbae from tbe\ 
Japanese authorities. PHkaru Mat' 
sunagd, finance minister, said he 1 
could not understand fee reasons for 
Moody's possible downgrade. ^ Japan 
has a vat amount at foreign assets , 
mormons foreign reSdl v ca . Japan's 
fundamentals ape firm, and this is 
merely a temporary economic down- 
turn," he said. 

Moody's said Its. move had bash 
prompted by the disarray a mo ng 
Japanese policy-makers fa deciding, 
a medium-term strategy to deal with 
the deep structural problems afflict- 
ing the economy. Another problem 
was that Japan’s fiscal deficit - v 
unlike those of most other highly 


rated nstiow • was .likely to deterio- 
rate. All three candidates In the 
leadership contest have pledged t<r 
Increase government spending to , 
boost the beleaguered economy. 
Finally .there was* danger that Jap-; 
amse residents might take advan* 
tags of the Big Bang reforms to shift 
funds suddeily hito foreign assets. - 
The LDP's disarray was evident 
.yesterday when a number of mem- 
bers iff parliament threatened , to 
leave the party if Kalzo Obuchi won 
the party leadership. 

' Mr Obuebi, foreign minister, 
appears to be the front-runner in the 
contest against SefrOkn Kajiyama, a 
former chief cabinet secretary, and 
Junichiro Koizumi, health minister. 
Many are wonted that If Mr Obu- 
chl who is the least popular at the 
three candidates With the public, 
becomes the next prime minister, 
they could lose their seats in the 
next lower house elections scheduled 
for soon: 


Itmka -i- i - - -m ■ a. _ _ 
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Hardliners sentence Tehran’s 
reformist mayor to five years 


By BavM Banfner, flfiddta ESst Etfeor 


Gholamhossein Karbaschi, the 
popular mayor iff Tehran, was ye* 
terday sentenced to five years in jail 
on charges of embesleznenL 

His politically charged, six-week 
trial, watched on television by vast 
audiences, has been widely inter- 
preted as an attempt by Islamist 
hardliners to clip the wings of; 
reformists around President Moham- 
mad KhgtamL 

Mr Karbaschi who holds cabinet 
rank, was also farcin nd from hnlttiwg 
government office for 20 years and 
fined Ibn rials (I380JXKD: a further 
punishment of 60 lashes was 
suspended because iff what the court 
celled his “social standing”. 

The mayor Is the latest in a line iff 
prominent allies of the prestdent to. 
be targeted by Islamist conservatives 
who, under Supreme Leader Ayatol- 
lah All Khamenei control important 
power centres, sudfa as the judiciary 
and the Revolutionary Guard, but 
are still reeling from Mr Khatami's, 
landslide election victory in May last 
year. 


Last month, the Majlis (parlia- 
ment), where hardliners have a slim 
. majority, voted to impeach Abdallah 
Nouri President Khatami's Interior 
minister, who had threatened the 
conservative establishment by seis- 
ing key leva* af power. 

Mr Nouri replaced all provincial 
governors - who superintend elec- 
tions - and Cleaned out the higher 
echelons of the civil service at fac- 
tional appointees. He also permitted, 
opposition rallies and had. started 
le galising political parties, tits first 
of which is headed by Mr KrirbascfaL 

Mr Khatami respomfed robustly, 
promoting Mr Nouri to vice-presi- 
dent and, fids Week, tepfiudng him 
with Abdclvahed MftuartLati, who 
pledged to continue the reforms. 
Before yesterday's verdict, officials 
. dose to the praddentaaid hp would 
replace Mr Karbaschi with an 
equally radical figure and would rely 
on the overwhelming popular sup- 
port for hta programme of social and 
political ttbeMtatioti. 

Mr Khatami wun TO per cent of the 
popular vote.last year.wtth lfr Kar- 
baschl operating bs hjs campaign 


strategist. One of the charges 
against the mayor was that he used 
revenue from municipal taxes to 
help finance tiie president’s stun-'. 
nfag victory against the candidate 
endorsed by Mr Khamenei. 

Mr Karbaschi is revered in Tehran 
fen transforming the capital from an 
ifiplanned and choked concrete jun- 
gle into. a dty full of parks and cul- 
tural centres, with a new freeway 
system, less; pollution and better 
public transport 

Mr Kar bMdri, 46. has 2Q days to 
appeal against yesterday's Verdict 
His su pporte r s believe the hardliners 
will not risk confrontation in the- 
streets by sending him to jail and 
win reach a compromise with the 
Khatami camp. In April Mr Khame- 
nei was forced to release the mayor 
on hail after dashes in the street 

The verdict which has added the 
halo of martyrdom to Mr Karbas- 
chi’s reputation, appears not to ban 
him from political activism or from 
r unning for the Majlis at the next 
elections in 2000. 
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BSA is the No.l health care cash 
benefits plan, acknowledged by . 
successful companies as being a . 
vital part of their corp ora t e health 
care scheme. 


. HSA is nett private medical insurance. 

HSA provides tax-free cash payments 
towards everyday health care 
costs including 

dental, optical , ; j 

hospital in-patient, 

20 benefits * • 7 % 

whether treatment hr .• .. ^5 
NHK or private. . . . s t ; 


is p^ralar whh employees because 

• it he^js take sway the wony of bills for 
regular healifa freatments 

• just one affiordabJe, regular pa y m ent 
^covers thdr partner and children for all 

the benefits 

• ft's a tftutualand non-profit making 


For more information 


GALL FREE 
0800150150 


St A ltd CAKE 


or email Us at 
aaies@hsaheattbcare.org 


HSA Healthcare • it pays to join. 
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RICHARD DONKIN 


Reward for knowhow 


Knowledge management systems could 
soon be used to measure performance 


How long wifl It be before 
employees are rewarded or 
recognised not on the basis 
of output or productivity but 
accardzngto what they know 
and how often their 
knowledge is tapped by 
colleagues and customers? 

The question arises from a 
report from the Centre for 
Researelfm Employment 
and Technology in Europe 
(Create) in conjunction with 
Focus Central London. The 
report, called Good Practices 
in Knowledge Creation and 
Exchange, explores some of 
the avenues discussed in last 
week’s column but also 
outlines the different stages , 
of a typical knowledge 
management initiative. ! 

The stepped progression 
starts with the installation 
of an intranet or 
company-wide software 
system providing the 
technical basis for 
knowledge sharing. The next 
stage is to compile a “Yellow 
Pages" list of in-house 
experts or knowledge - 
coordinators who can 
provide helpline services and 
whose expertise is 
advertised via personal web 
sites. 


This can stimulate 
electronic contracts but a 
system of knowledge 
transfer can also be aided by 
the provision of physical 
meeting places such as 
coffee bars or rest areas. 
Many employees can 
re memb er such places. They 
used to be called the pub or 
the cafS. They wait there 
without any management 
coaxing and developed their 
own informal networks. 

In the new electronically 
enhan ced, workerless, 
managerless environments 
the ability to communicate 
appears to have disappeared. 

So today we find that 
knowledge must be 
“managed". One further step 
on the ladder, according to 
the Create report involves 
building a personal 
recognition system based on 
the number of “hits” per site 
and using the system to 
influence decisions over 
promotion and reward. 

Does this mean some 
people will be crowing about 
their lengthening lists of 
e-mails as if they are badges 
of performance? Apparently 
so. Something on these lines 
is already operating at 


Scandia, the Swedish 
insurance company, 
according to the report. 

Such arrangements moan 
that companies are on the 
threshold of creating 
in-house gurus. This may be 
a good thing. Experts have 
always been around but 
their value has sometimes 
been eclipsed by those who 
sought aggrandisement 
through administrative or 
manag e m ent roles. 

What seems increasingly 
dear is that knowledge 
management is interpreted 
amereuuy by amerent 
companies. As ever, the 
most appealing processes are 
those that can visibly 
influence the bottom line. 

One example mentioned 
by Create is a system used 
by British Petroleum where 
500 top engineers have been 
organised into teams which 
are an band to consult over 
problems. A specific problem 
in the North Sea, say, can be 
filmed and the picture 
i transmitted through video 
conferencing to the experts 
w h ere v e r they may be. 

But why does knowledge 
need to be managed? Why 
can’t it simply be allowed to 
flourish? 

The report’s authors write 
of a final stage consisting of 


“internal knowledge 
markets" driven by the 
notions erf recognition, 
reciprocity and trust. These 
are fine words. But the big 
problem for many employees 
is that their companies have 
been sorely lacking in such 
qualities. How many 
companies continue to view 
knowledge as something for 
them to exploit but not 
something for them to 
impart freely among their 
employees? 

Good Practices in Knowledge 
Creation and Exchange, by 
Arran Hgjan, Elizabeth Lank 
and Kirsty Chappie, is 
published by Create. £49.50, 
tel +44 1892 526757 Focus 
Central London is developing 
a knowledge management 
network. Details on the same 
•number. 


The latest quarterly 
statistics showing advertised 
demand for executives, 
published by MSL Search 
and Selection, the 
recruitment consultancy, 
suggest that the UK 
economy is slowing down. 

The overall decrease in 
demand for senior 
executives is down slightly 
on the same period last year. 
But the apparent slowdown 
becomes more noticeable 
when activity is compared 
with the 35 per cent increase 
in recruitment between the 
second quarters of 1996 and 
1997- 

Most job categories record 
decreases in comparison 
with the second quarter last 
year, although vacancies in 
research and development 


MS. recruitment index 
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and personnel increased by 
11 per cent and 10 per cent 
respectively. 

Accountancy/finance, 
production, information 
technology, and sales and 
marketing all registered 
decreases following peaks in 
demand recorded in the first 


quarter of this year. All of 
the industry sectors 
recorded decreases in the 
second quarter of 1998, 
compared with the same 
period last year, except 
retail, which Increased by 20 
per cent, reaching an 
all-time high. 


Actuaries and 
their incomes 
are getting 
more exciting 

A top general Insurance 
actuary in the UK can earn 
more than £150,000 
(S247.000) a year, according 
to a survey carried out by 
GAAPS, a specialist actuarial 
recruitment consultancy. 

A big majority of actuaries, 
earn more modest salaries, 
says Geraldine Kaye, GAAPS 
managing director, though 
experienced, fully qualified 
actuaries are a tt ra cting higher 
pay packages. 

The average for a qualified 
actuary with three to four 
years' post-quaGficahon 
experience is £83,000 
compared with £59,000 last 
year, an increase of 41 per 
cent This might have been 
the last word on actuaries had 
Ms Kaye not ventured the 
observation that "people used 
to say that actuaries found 
accountants exciting. Not any 
more". For good measure she 
added; "Actuaries Eke people 
to be dead on time." 

Tel + 44 171 437 8899 

Short on staff 

More evidence, if any were 
needed, that many companies 
are suffering from chronic 
staff shortages has emerged 
in a survey of human 


resources professionals. 

The study, carried out for 
Cyborg Systems. HR software 
producers, was drawn from 
115 interviews with personnel 
managers in medium to large 
UK companies. 

Growing skills shortages 
were identified as the biggest 
problem facing managers. 
Some 41 per cent of the 
respondents said it was then- 
greatest concern. Among the 
IT respondents the figure rose 
to 90 per cent 

The Survey showed middle 
managers were more likely to 
suffer stress than senior 
managers but most employers 
(58 per cent) were offering no 
help in dealing with stress 
among employees. 

Andreina Porter, tel+44 1689 
827011 

Trustee courses 

Newly appointed pension fund 
trustees uncertain of their 
responsibilities may be 
interested in a series of 
workshops and courses for 
trustees run by Watson Wyatt 
Partners, actuaries and 
consultants. The workshops 
range from introductory 
training, covering the legal 
position of trustees and 
investment issues, to refresher 
comes and more advanced 
training for experienced 
trustees. Courses are running 
from mid-September to the 
end of November. 

Sarah George, tel + 44 1737 
241144 
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BANKING FINANCE & GENERAL APPOINTMENTS 


A Challenging Future With Cede l Group 

The Cede! Group is a dynamic and fast growing organisation including Cede! Bank which provides clearing, settlement and 
custody administration services to customers in over 80 countries. The Group's products and services are provided by a multi- 
national, customer focused team of 850 staff based in the Group's Head Office In Luxembourg as well as in regional offices 
located in Dubai, Hong Kong, London. New York and Tokyo. In order to satisfy our current strategic plans for growth and to 
enhance the products and services we provide, we are seeking to recnrii & Luxembourg based 
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If you want to develop a career as part of a 
send your application letter and Curriculum 



cedel group 


be international financial arena, please 
the reference, to: 

Cedel Group 

numan Resources Department 
67 Bd Grande-Duchesse Charlotte 
- L-133I Luxembourg 

pscboa@ceddgroup.com 


Some people are looking for a change... 

We need people who are looking 
to change the world. 


Luxembourg 


Spontaneous applications are always welcome. 

For additional information about the Cedel Group visit our Internet Site: www.cedelgroup.com 
Dubai Hong Kong London New York 


Currency Strategist 


With 1,800 consultants 
and mom than 30 offices 
In Birope, Asia, Africa, 
and the Americas, Gemini 
Consulting Is a loading 
global uanagBimut 
consultancy. Dedicated to 
helping cBents design and 
fcnptauMnt strategic 
change, the fern has 
earned Its reparation 
through a simple bat 
powerful befleh people 
matter. We know that the 
best consulting solutions 
are those that the people 
of an organ isa t i on can 
wholehearted? embrace. 
Through tho power of 
people, GecrinJ helps 
companies achieve lasting 
results qulddy andwfth 
the highest Impact on 
performance. 


Developing icuaovative global currency strategy for a No.l 
ranked team - Excellent package - New York based 

J.R Morgan’s top-ranked global currency research team is renowned for providing the bank’s 
external clients and hs own trading and sales force with bordericss coverage of currency and 
coinmotfitv markets, using award-winning proprietary analytics and the very latest technology. 

Due to chant demand, tiie group is now looking to hire a Currency Strategist to join the team in 
New York. Reporting to the Global Head of the group, you wiD be a key contributor to the 
bank s marketing and trading view of global currency markets- You will he expected to support 
J.fi MuSgan s reputation as the knowledge bank in foreign exchange and commodities by 
producing practical trading ideas and strategics through the innovative use of quantitative and 
econometric tools. A highly effective commuriicatoc. you will be instrumental in presenting and 
marketing tliese ideas to internal and external diems. 

Wth iui excellent academic record and an advanced degree in Finance/Ecoiromics, you will have 
2-3 vears market experience. You will have developed your analytical skills within an FX or 
fixed Income environment. Familiarity with popular econometric packages. such as EView is 
essential and your interpersonal and communication skills must be exceptional . 

T\m is mi excellent opportunity for a dynamic, motivated individual to further his/her expertise 
in a market-leading research team. Remuneration will be commensurate with the importance of 

the role and the calibre of the individual required. 

Interested candidates should contact or send a full CV to our consultant, Tabassum Ahmad, at 
Rizwan Nash, 21 EDis St, London SNV1X 9AL Tel: +44(0)171 730 4211, Fax: +44(0)171 730 061 1 


You can change the world. Gemini Consulting teams do it every day — 
one business at a time. 

We deliver results through people, working alongside our clients as 
partners in a proven process to create lasting value. Focusing on the 
growth of an organisation's capabilities otu/its profits, we bring leading- 
edge content knowledge, generate the will to win, and shape a culture 
which embraces change and makes the impossible possible. 

Gemini is the firm of choice for some of the world’s top consultants — 
people who are as emotionally mature as they are intellectually capable. 
We are currently adding talent across the four dimensions of our change 
management practice — strategy; operations; information technology; and 
leadership, mobilisation, and renewal. We need professionals with a 
minimum of two years’ relevant consulting or industry experience, 
particularly in the financial services, life sciences, manufacturing, and 
telecommunications sectors; the capacity to incorporate technology 
insights into business solutions; a good university degree (advanced 
degrees preferred); and fluency in English and at least one additional 
language. 

With Gemini you will be challenged and you will have the opportunity to 
maximise your talents. At the end of every day, you will know that you 
made a real difference to yourself and to the people around you — one 
project, one client at a time. If the challenge of delivering results that 
matter both to the people and to the performance of a business appeals to 
you, then perhaps you belong at Gemini 

Interested applicants should send CV and covering letter to: Gemini 
Consulting, Recruiting Manager, Ref.# WW23, One Knighcsbridgc, 
'London SW1X 7LX, England; fax, +44 171 340 3400. Principals only. 

No phone calls please. Gemini Consulting is an equal opportunity 
employer. 
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Outstanding Opportunities in Abu Dhabi 


Major Investment Institution - Operations and Settlements 


$ Excellent Package - Tax Free 


Our client, the Abu Dhabi Investment Authority (Adia), 
is the foremost Investment institution in Abu Dhabi. 
Established for over 20 years, it Is a major player in 
the global markets, with overall responsibility for 
directing the investment of funds on behalf of the 
government of Abu Dhabi. 

The provision of a first class support service to 
Adia's fond managers is seen as key to the ongoing 
success and expansion of their global investment 
activities, and the decision has therefore been taken 
to undertake a major, strategic, restructuring of its 
operations and control functions. A new department 
has been created that will draw together ail the 
facets of support for internal and external fond 
man cement activities, in a modem, state-of-the-art 
combined operational function. This new department 
will oversee the processing of all of Adia's trading 
and Investment transactions, covering a wide range 
of instruments including equity and debt, foreign 
exchange, treasury, derivatives, commodities 
and exchange traded futures in all the major 
global markets. 

The re-ertgineering of the existing support groups will 


require Ad la to undergo major technological changes, 
the introduction of new communication links, e g. 
SWIFT and a fundamental remodelling of processes, 
SIP and controls. 


and the monitoring of operational performance 
indicators. 


Current projects include the Implementation of new 
systems for accounting, front-end equity and 
settlement, commodities, treasury and a host of 
other changes to ensure that Adia’s systems comply 
with best industry practice. 


- Corporate Actions and Brents: management of 

the processing of income and corporate events -for 
ail Investment holdings. ... 


The first step In this restructuring requires the 
establishment of an Operational team and Ad la 
currently seeks several Individuals to fill vital roles 
within this team. Key roles include: 


♦ Opcvatkms Compliance: the management of . 
compliance within the department to ensure that 
processing has been correctly effected. This area 
would cover the monitoring of key performance 
indicators as set out in the reorganisation plans. 
This also includes the monitoring of settlement 
risks and management of operational claims and 
Investigations. 


Trade Support: the management of the front office 
liaison and the provision of support to the fond 
managers, Irtdudirg monitoring the flow of trades, 
setting up new products and resolving static 
data Issues. 


The roles offer real opportunities to gain outstanding 
experience in a rapidly changing environment and 
excellent prospects for foture progression. 


mqjor. We will afeo consider Individuate with 
custodian relationship management experience (in 
terms of performance measurement, assistance .in 
setting up.and monitoring relationships and . 
establishing STPTjnks), 

Adia offers an extremely attractive remuneration 
package that Includes tax tree salary, foil housing 
Including utilities, school fees assistance, annual air 
fares, discretionary annual bonus, medkfel cover and 
generous endofsen*» Indemnity package. . 

Abu Dhabi is the capital of the United Arab Emirates. 
As acKy, ft strtfres a peafect balarK« between the _ 
modem and the tradftional; as ah Emirate it offers a 
diyereiiy.of people and cultures and the opportunity, 
to gain experience In a truly international 
.environment 


♦ Service Management: the management of the 
day-today operational relationships with 
custodians, brokers and external fond managers 


Adia therefore seeks experienced and proactive 
operations and financial professionals. Key selection 
criteria will include: around five- years experience in 
the areas described above and preferably a formal 
accountancy qualification, or graduate with finance . 


- if you are Interested In applying for the positions, or 
would like to find oat more, please forward your GV 
to our advfslr« consultant David Latthead at Michael 
Page City, 50 Cannon Street London EC4N5JU, 
or fax +44(0)171 329 3426. 
email: riavHleKheadfrmk^^ 


Michael Page 


CITY 


Lonlon - New Task -fferis - Amsterdam • ftankfurt - Milan - Madrid - Hong Kong* Sogapare • Sydney 








Outstanding opportunities to join the leading arranger of European high yield bonds 


European High Yield 


Architects of\fakte 


London 


ACA ♦ Equity Analyst ♦ MBA ♦ Corporate Credit Analyst 


£ Excellent Package 


The Mgh yWd mafcat Is the fastest growing and most dynamic I wncM market in Enrope. Driven by facwaftti investor appetite and hwwr dmand fir gtmrtfi capital, the marfcatb m eet fog the financial n a a d> dgnwtt M**M**i buyouts and 
corporate restructuring. Bankers Trust usir^ expertise derived through dominant positions In US High Yield, Ewopeen leverage loans and global defat trading, has es tabiabe d Haotf as one of the pro-emlaMrt hocaoa In Sgopean high yfetd. 


As a result of the continued growth In tbc market, the team b now lookliig to veerntt addMomd Analysts to Juki Its London based grasp. 


Tbe Rote 


♦ Provide short and longform research on existing deals and new Issues. 

♦ Perform external due diligence for new business opportunities. 

♦ Liaise with traders, sales staff and investors on investment strategies and relative value. 

♦ Begin to form opinions on companies and industries with a strong transactional focus. 


Tbe CandHates 

♦ Outstanding academic record. ACA or MtiA would be preferred. 

♦ 23 years corporate analysis/restructuring/venture capital experience gained In a major Investment or commercial bank or 
1-2 years post qualification experience in 8 top UK/European accountancy firm. 

♦ Excellent written and verbal co mmuni cation skills in English are essential. Fluency in an additional European language Is 

strongly desired. • 

♦ AWBty to work es part of a team in a dynamic environment. 


These positions offer superb opportunities for exceptional Individuals with commitment, drive and energy to Join a market teadfr^tseam. for s u ccessful cantBdates, an excellent compensation package will be offered. 

Interested candidates should contact Tim Smith or Richard Colgan on 0171 269 1861 for an initial discussion. Alternatively, forward a copy of your CV. outlining your current compensation details to Richard Cofean at Michael Page City, 50 Cainon Street, 
London EC4N 6JJ, Fax 0171 329 2986, email: rfchardcoigm@mlchaelpag3.oom Please quote reference 418134. wwwjnichaelpagexom 
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CITY 


. New York . Paris - Amsterdam - Frankfort- Mflan - Madrid . Bong Kong . Singapore - Sydney 




Six figure package Global Fund Management 


London 



Emerging European Equities - Fund Manager 


i 


This leading European Bancassurance Group has over US$50 bUllon assets under management and a strong 
perform a nce record. The firm Is committed to In vesting In Eastern Europe and Is seeldog to expand its 
London based ream. This growth strategy has created the need to hire a fund manager with proven 
regional expertise, with a particular emphasis on Russia. 


THE ROUE 

■ Reporting to the Head of Emerging Markets with 
direct responsibility for Russia and involved in 
determining investment strategy for Eastern Europe. 


Undertake extensive research and analysis of 
regional investment opportunities, supported by 
qualified research assistant. 


THE QUALIFICATIONS 

■ Proven expertise in Eastern Europe with a minimum 
of 2 yean* equity investment experience in Russia. 
Wider knowledge of global emerging markets 
. would be a distinct advantage, fluent In English and 
preferably also In Russian. Willingness to travel 
essential. 


Highly motivated, with strong analytical skills. An 
a bBity to think Independently and to communicate 
effectively. 


Play an important role in launching new products 
and servicing existing Internal and external clients. 


Maturity and stature to wfn cmSbility with Internal 
peers and dJents. Needs to operate effectively In a 
collegiate environment 


Portfolio Manager 


Exciting opportunity in innovative investment 


City 


£ Competitive 


Our client, an established independent 
financial services organisation, offers as 
part of its product range, discretionary 
investment management to private individuals, 
trusts, charities and pension fends. Due to the 
rapid growth of the ethical Investment market, 
our client is seeking to recruit an experienced 
Portfolio Manager for this division. 


Leads 0113 230 7774 
London 0171 29S 3333 
Manchester 0161 499 1700 


Selector Europe 


Spencer Stuart 


Hmm raply wMi lid details tK 
SefcOor Europe. Ref. SGF/28354-1/7S. 
KCmnuptFIm 
London W2 2H) 


Reporting to the Head of Ethical Investment, 
you will be responsible for stock selection 
decisions and managing discretionary and 
PEP portfolios for private clients. Other principal 
responsibilities Include client meetings, the 
accurate assessment of client requirements and 
foe development and maintenance of strong 
business relationships. 


Candidates will be graduates with 35 years work 
experience In UK equity investment management 
and a relevant professional qualification (MSI Dip. 
or HMR). Although preference will be given to 
individuals with a track record in the management 
of ethical investments, direct experience is not 
essential provided the Individual is able to 
demonstrate a strong interest in this sector. The 
successful candidate win also possess excellent 
comrrwnlcation and presentation skills. ■ 


For an initial discussion, pleaise contact 
Sarah Hesse-Hunter on 0171 269 1883 or write 
to her at Michael Page City, 50 Cannon Street, 
London EC4N 6JJ. Fax 0171 329 2986. 
enonall: sarahhessehunter®michaelpage.com 
Please quote reference 4270441 
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CITY. 


THE 

RANKOF 

NEW 

YORK 


Lead Equity Trader 


[Appointments 

Advertising 


London • New York • P*d* • AiwatUm • Pmnkfian • Nffian • Madrid * Hong Kong* Singapore •Sydney 




London 


The Bank of New York is one tbe leading providers of Securities 
Processing Services worldwide. Because of our growth and the 
introduction of STEP (Straight Through Execution and 
Processing) and GlobalTRADE we are establishing an 
institutional brokerage presence in Enrope. 

We have an excellent opportunity for an experienced equity 
trader who can help establish and grow this business. 
The successful candidate must possess: 


Excellent 
salaries 
plus banking 
benefits 


- Background and experience as an institutional or bank trader: 

- Track record of managing the trading needs of large 

institutional clients in Europe: 

• SFA registered. 

- Knowledge and u nttnretandm g of European markets and 
trading practices. 

• Fluency in French would be desirable. 

- Outstanding communication skills. 

• Personal qualities will include detenmnation, thoroughness, 

focus and to be a team piayet RefrLET7606/FT 


appears In the 
UK edftkMT every 
Wednesday & 
Thursday and In 
the International 
edition every 
Friday. 


Economist 


coo' in 

w policy unit. You 
if working on rn* 
d will i i.iv-; 

: u,:,;,.-'; Lie, n-- -lat- 
er,, .ii id micro 


In the tirstinstenct, please rend your CV derail i n g yo ur c nr rcat 
»Ury and quoting the reference, to onr Coosnltoiit*, CJRA mt 
2 Loadon VU1 Buildings, London lMdk London EC2M 3PP 
who«reh»ndEng thb response Telephone Ql 71 5883588 
F*c0171 2368501. 



For Inf or ma tion 
on advertising In 
this section 
please call 


Thr Africa Division of DFID Lon 
oxpc Honor'd economise co o.avi'M 
wi!i h:*ve or k.nvc 8 yv.?rs‘ i. »p«-rn 
ccomwncs of dove loping courKri 
'■Cron j' ur;d-' rst. in c/;rn' of cfic- -.-co. 

Soli. iron Africo. You will li.ivc: sol 
economic skills, dir-.-cr ■-•xpoi-jr-no:- of dciignin.- .-.r 
rp.m.iuinj, n id tnlorv.-ntiOrt:. and you .sill h.ivi- w:,i 
.in economist in an African country. An undersu* 
<»f tin politics of rht- mfirrn:(f.ion;il finmc;:tl instici 
in< lulling tin World Bank and t In.- IMF t ••s-.; nti.a 
You will have jviiO'i .icadsrv.u; quaiirc.-.tlor.s in ecu 
to post-ornduatr- l«>v,-l. 


Keeley Pope on 
0171 873 4006 


.You wfll work vwchhra-nam of other economists redevelop and 
Implement DHD’s African policy. You wffl work dosdy with the 
donor community; the IMF and African partners, to i mprove the 
povorqr reduction impact of our joint efforts. Much of this agenda 
wffl be pursued In the working groups of (he joint donor Special 
Programme bf Assistance to Africa (che^PA), where you will 
rapresem the UK. Tbu wffl also spend some of jour time advising on 
• DFID p i -o gianw HSs in specific Afrfcan c ca mtries. 

AppllcinsriioiddbeUKroiiDnafo 

Salary wffl be neg otia ble depending on experience and qualifications 
and wffl be In tiw range £29,835 -£4&204 pa. 

The appo in tme n t wffl be for. a fixed 'term contract of up to 3 years, 
with the posslbfflty of exiansion or permanent appofmmenc. 
dosing date far app l i cati o ns; ll 4th August I99A- 
For further details and a pp l ic ation form, please write to 
Appointments Officer, Ref No AH304/FA/FI; Abercrombie 
House, Eaglostnm Road, East KOirMe, Glasgow G75 SEA, 
stating Ref No AH394/3C dearly on your envelope, or 
telephone A 1 355 843545. 


Karl Loynton on. 
0171 873 3694 


•\ Ih D- i ;*I.jv «• l*i '• i>rl 


DFID 


DRD hr committed to epollqr of equal opportunities end 
appScations for this post pro souglrt from both men and 


Finjncul 7m:i;.s 
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cRkBIe Financial Products 


DERIVATIVES MODELLING 


LONDON AND TOKYO 

Ciwfil Subse Financial Products Is one of the world's bn^cst d erirorcs houses providing a IU1 
range o t structured derivatives and risk nuiM^fi mm tools. n i^ g yH n> «intty the broad finan c in g 
rhk a a nap etneta and investment needs of Its diems It operates with satcoftbe-ait co n t ro ls and has 
teedved many awards which reflect iu Iodine portions in the derivatives maricet- 

Expansion of the Derivatives Product Development Group hail resulted hi the creation of 
outstanding opportunities m London and Tokyo for exceptional intfividuah. 

The group develops m a them atical models for the valuation and H t 11 ^ of the sQteroFthevut 
unions and other derivative products lu all areas of D nance including foreign exchange, 
fixed income, equities and commodities as well as credit srvf emerging market derivatives. 
Based on the tntBng door, the group is im m ersed in a H|£ify haaacihx envi ronm ent and ideally 
placed to respond effectively to the needs of the trading floor and f*mtt8n«tr to tte of' 

financial products. 




& EXCEPTIONAL 


Successful appBcants will carry out all mathratariral derivations necessary to asdgn the 
insmunem a value and develop the C/C++ fanpkmeiHatkm of the calculation for the SL'N/UNDi 
and PC/NT based envtroaments used on the trading floor. Occasionally, brief tripe to ocher offices 
w orl dw ide will be necessary. The ideal candidaies win have: 

• a post graduate degree hi a highly marhrmaTiral field CAppfied Ma ihnwit i rs . Engi n ee rin g. Physics 
or COmpuMr Science) kfaafiy to doctorate fe*d 

• demonstrable advanced bmIun miIivI modelling dtnh logrtber with wiwiiiSi* programming 

• COMthdOBfa H stfis 

• hfflnytal sfcgh hr Japanese and Engfisb for (be Tokyo poddon. with pnJ i u m o . being ghnen to 
jijun n f nationals 

• price experience in thc financial sector is not requited. 


ROBERT WALTERS ASSOCIATES 


Total compensation will reflect the Bank's desire to recruit only individuals of the 
highest calibre. If you are interested in the opportunity to join a market leader In derivatives 
modelling with an outstanding reputation for the quality of its risk management 
products, please send a letter of application and Curriculum Vitae to Jamie Lovatt at 
Robert Walters Associates. 10 Bedford Street. London WCZE 9 HE. Tci‘ 0171 379 3333. 
Fax: 0171 915 8714 or Matthew Maslin at Robert Waiters Associates. 21st Floor 
Jardlne House, One Connaught Place. Central Hong Kong. Tel: + 852 2525 7808, 
Fax: + 852 2525 7768 
fin ill Jiarii fcta aiOinrii 1 1 n> Hu n 1 tail 

R uHa- ma iti i iT r nwirf l n # i u lw I twhem oip 
Web: http^/wwwjobertwaltcrsjxwn 

You nar also apply via http-7/ QpMO«a/*obert_WaItcra quoting reference RW129, 
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Foun ded in 1 988. Wasserstein Perella (s a privately held international M&A advisory, corporate finance and merchant hanking firm specialising in high 
level strategic and financial advice. The firm, which operates on a global basis. Is seeking to expand its European operations which are based in London 


_ As pan of the expansion of its European M&A business, 
Wassttstno Perella is seeking to recruit a small number of 
Associates. 

Associates at Vfesserstcih Perelkt are responsible for all 
aspees of analysis and presentations relating to mergers, 
acquisitions, restructuring, divestitures, leveraged buyouts 
and general corporate financial advice. They are expected to 
part ic ip ate in structuring and negotiating M&A transactions 
1 and io play a significant role m the Finn's new business orig- 
1 inaiiaa. 

! High calibre candidates arc sought with the necessary 
; drive, ambition, confidence and skill base to succeed in this 
stimulating environment The successful candidates will be 
! able u> demonstrate some or ail of the following: - 

• 3-5 yean relevant work experience within another leading 
investment hank. . 

• Recent ACA with pasl-qaalificatioa experience. 

• MBA from a leading business school. 

A highly competitive salary commensurate with experi- 
ence is offered together with a performance related bonus. 
Reply (bt strict cob D d met) La writing only, with CV and 
current salary details to Charlotte knight 

Wasserstein Perella & Co. Limited, 3 


As a resulLof its successful sales and trading activities in The finn is also seeking to recruit a credit analyst losup- 

Ibe US. Wasserstein Perella 'c securities division port its European corporate bond broking business. The role 
(Granidiesicr) is now establishing a European presence. An involves both quantitative analysis and qualitative assess- 
exdting start-up position in securities broking has arisen men! of European corporate credits, in close co-operation 
within the firm. with the research team in New York, combined with exien- 

The role involves daily contact with both clients and sive client contact, 
market-makers in all types of euromarket product, with spe- The successful cartdkUtte will be able 10 demonstrate: - 

cm! e mp h asis on high yield bonds and other credit products. • A degree or equivalent qualification, along with technical 
The successful candidate will be able to demonstrate:- competence in financial analysis. 

• A degree and minimum 3 years experience in eurobond • At least 2 years experience in either equity or fixed 

sales, trading or broking. income research, or a related field of analysis. 

• 'Established relationships with eurobond market makers • Excellent numeracy and PC skills. 

and/or portfolio managers. • Superior analytical skills with a capacity for indep en dent. 

• Exposure to high yield bond and other credit markets, creative thought, allied with an ability to articulate and 

andfor illiquid bond products. present ideas to both clients and colleagues in a clear and 

■ Excellent numeracy. PC verbal, communication and ana- confident manner, 
tytical skills. 

Reporting to the European Managing Director; these roles represent exceptional ground floor o p po r t uni ties for highly 
motivated individuals. Salary will be commensurate with experience, with substantial perfor ma nce related bonus. 
Reply (in strict confidence) far writtag only, with CV 
and current salary details to Smart Johnston 




Burlington Gardens, London, WIX 1LE (Regulated by the SFA) 
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A SENIOR 

l NSTITUTiON ALvEIXFD 
INCOME SALES {070; 

Vou haw a sound acatenic backgroun4 
prferdrfy m ecororocs or maflwrafo, %eet) 
five years eu^effence in catteting fixed fname - 


Birope (exce(« fcafy}. You speak fiuenl Engfish and 
al least one other of the following languages: 
french - , German, Spanish. Dutch. You have an 
analytical nurd/ geotechnical^ 
communication skills cwntened with an open 


. pads^je will be very competitive, reflecting your . 
experience and including salary, benefit and 
peiformance- rdated basis. 

. TWO 

JUNIOR BOND SALES pri/r 

. Vou have an excellent academic'baclc'. ' 
ground and ideally have one or twp years . . T 

experience in selling fixed income- pfoduds - • 

- eurobonds and govemmem bonds.. You speak 
fluent English and at feast one other of the. ' ; * # 
: fdiiowing languages: French, German, Italian, ! ■ 

• Dutch. Experience with relevant buaness^elated . ; • 
iT/software is a definite advantage: You are a- • 
h^ily rootivated, amfaitioiB and a fiewhleteam ’• 
player. A long tern career opportunity mah^ ‘ .. 

competitive enviroraiwit is yair daite^e.' : . • .. 
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Interested candki^shouldaddre^ their 
ietle&andCVsto: 


>-.BANK (liJ>9 S.A. 

pttSOfMFl IWARttftNT 
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Senior Process 
Consultant 

Our client, one of the world's leading accountancy practices, 
wishes to recruit" a Senior Process Consultant to provide 
business process consultancy to clients operating primarily 
within the manufacturing, retail and distribution sector. 

You will have a strong financial background - a CiMA or 
equivalent - with strong analytical skills and have recent 
experience operating at a senior level (head of department or 
possibly number two) within a ‘benchmark leading edge’ 
industry with a heavy supply chain management requirement. 
You will be able to demonstrate proven expertise in the latest 
techniques for analysing/benchmarking financial processes 
within a manufacturing environment and have a strong 
understanding of supply chain management and related 
Information flows. Prior consultancy experience desirable. 

This newly created role, whilst enjoying the support of a large 
organisation, wfll require you to work on your own initiative. You 
will have a nose tor business opportunities, with a taste lor an 
occasional IT or HR problem. You will be strong on delivery and 
be able to interact with divase groups, building mutual trust In 
order to create new opportunities. 

Operating primarily out of the firm’s Glasgow office, you will 
have responsibility for servicing clients of the firm’s other 
Scottish offices. 

This outstanding opportunity provides not only immediate 
challenge, but a- dear pathway to an outstanding career with a 
blue chip orga ni sation. 

.To . be considered for the above position please 
forward a comprehensive CV to: Donald McCorquodale 
or Ken Craig, Andersen BOs, 53 Both well Street, Glasgow 
G2 6TS, ia: 0141 564 8882, Fax: 0141-564 8881, e-mail: 
recruit@andersenei1is.com 

AndersenEihs 


FINANCIAL RECRUITMENT 
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Flemings 


nvestment Banking Executives 

Corporate Finance in sub-Saharan frtca 

Flemings is a leading international investment banking and asset management 
group operating in 42 countries around the world. 

Our corporate finance business is global and is driven by creative ideas and 
strong execution. Last year, we advised firms on a range of transactions with a 
combined value of £1 4.5 billion, including 32 cross-border deals. Our capital 
markets operation, a leading player in emerging markets, raised £1 3 billion in 
new equity and equity-linked capital. 

We have a strong presence in sub-Saharan Africa through offices in South 
Africa, Zimbabwe, Botswana, Nambia, Ghana and Malawi. Our corporate 
finance and capital markets operations there have also been involved in 
a number of significant transactions last year. 

We are now seeking to recruit additional Executives specialising in sub-Saharan 
Africa. The successful applicant will initially be based in London and 
Johannesburg with a view to relocating permanently to Africa. The ideal 
candidate will be a graduate with business experience within the African markets. 

Please apply in writing stating current remu n e r atio n details to 
Pauline Sweeney, Personnel Officer, Robert Fleming & Co Limited, 

~25 CoprimQ Avenue, London EC2K 7DR by 5th August 1998. 


MANAGEMENT 

TRAINEE 


High profile and dynamic private 
company seeks an individual, aged 23- 
35, to be trained by Senior Manager 
with a view to replace him! Suite those 
looking for a career with responsibility 
and earnings commensurate with that 
position. Contact; 

ROSSGLANFIELD 

0171 576 7789 


ANALYST 


lntcraadoml tank rctpiirc ra aaalys «Mi exeraivc ex pe rie nce of 
Euen Europe to join iu corporate tocarcb area in UntaL 
Tbe roccosfol cmcHdMc win haven m i ii l n ri i ii of 2 yon experience 
pined from within die tanktop moot in Kusrk proven andytical 
driltc end will be obk to demenme an In depth knowledge of foe 
Eastern European tanking indaaty. A pood flat de g re e and MBA 
from a Icadbip E u rop ean tudnea ached are coenal a are 
advanced compna-ikfOt rad fluency in Enstah and Ruaaton. 

Ptcare eeply rondkis ■ eoveTtap lener KJO 05 
jour owns* remuneration and cunea c.v. to 
Bo* A6I9». Run] Tunes. One Soutbwwk Bndfe, LwdonSEI WL 


Appointments Advertising 


appenn In tlw UK mfltioa evaty Wnonesday A Thrasday and bt 
tha WemsOooal adtion every Friday. 

For Wortnarion on ndt o rttetac bt ttds avetton ptoaso cafl 
Ben BomajriraaoB on 0171873 40U5 
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sootfacffi i 

«•£/ Energy, InC, 4 
y . subsidiary or 

Sondiem Company, one of 
the wrtioift largest best- 


Do you have the i nternational marketing and financial skills to dose the deal in this complex ^ e ™^ 0,,a, ******* 

Opportunities in London, Singapore & Houston ■ 


Igllr" duoughout the US, South America* Europe and 
Asa, is iwJwwg a Sctuor Gas Consultant id join our 
Cotuuhing Services Business Unit Southern Energy is 
headquartered in Atlanta, Georgia, with offices in London, 
Bedtn, Hong Kong and Sao PaoJa 


r Rm cp o nghiTkwi inrlmif a r fjn g U both an internal c o ns u l nnr fix 

SoaAetn Energy pu ) |cea anti u an t^ rtm a l consultant BD_tvpdd«ide 
iifrtiii mifey ifaw of Southern EoBg /t <*VmciiltmgSei niffs BuSOCSS.UtUt 

This iodmdual most have knowledge of gas markets in Asia, Europe, 
South/Cerural America and die UST&paiencc is needed in (he following 


PSG International is a new joint venture between 
Bechtel Enterprises and GE .Capital which will 
design, negotiate, finance, build and 
operate pipeline and pipeline-related 
assets. We will have offices world-wide 
and whilst independent we bring 
together and can call upon the 
financing, engineering and operating 
strengths of our parents. 


in such capital projects but attracted to the 
opportunity to outsource and to optimise binding. 



The . . Business . . Development 
Directors will have regional 
responsibility for finding, 
negotiating and leading these 
capital projects through .to 
bnplemcntation. - . 



multinational or an investment bank* A track recorf 
of creating innovative financial soluttora.and 
negotiating at the highest level JW.cscndAl. 
In addi*«" m an MBA or similar borincc 
- qualification, the successful candidates 
are likely to have a science or 

engineering first de^ec; 


tntmwrionaHy. La 
condensate s ate a 


»kin< md k n owledge of fuel oil I 
U not required. 


TheqoaBficd candidate w3 possess a l« , d i , M i < Igg i> e in a nriairri fid^MSME/MBA 
p mfrn wl; good mrpr p^rtnnal, fw gantwri onnl and teafflWpA skfflg. 


TTimc are important inter national 
appointments . for Ban new 
• ' orgamsajiou and total . naiioMnnoa, 
which win include relocation expenses, will 
be strongly competitive. 


Saluy is with experience and kicarion. FuQ compensation 

package includes bonus opp or t un ities and esodLau benefits package. Please 
ntwiud resume with cover letter to; 


Southern Energy, Inc. 

Atm: Monica Lyon 

900 Aahwood Parkway, Suite 500 

Atlanta, GA 30338-4780 


A 


Our customers will be resource owners You will be experienced in developing USA * ^ organisapou . • 

such as governments, multinational ofi and gps, big ticket infrastructure or ocher capital which will maudeieloi ilin*l 

power and water companies, who are experienced projects, not necessarily in p felines, with either a be strongly competitive. 

Please write to the Managing Director of our advising consultants at die address below, endosu g> your CV and details of your eunetti salary-package 
and quoting reference BDD7607/FT and mdicatirg which region is of interest . CJA. 2 London WaBbuildingS, London IVidl, London EC2M 5PP. 
Direct line: +44 171 638 0680 Switchboard TeL +44 171 588 3588 Fax: +44 171 256 8501 Email: gagmup@onlineMdnetJ».uk 

• CcvsV EfaaV G-ot usn mU mi «* m C*o~r rf* jmA* «r. . 


SOUTHERN 

COMPANY 

Energy to Serve Four WorldT 


International Tax 


London 


Excellent Package 


OUR VISION: »TO BE THE BEST SPORTS BRAND IN THE WORLDS 


YOUR CHANCE AS VICE PRESIDENT 
CORPORATE SERVICES 


Otg client is a leading global management c on sul ting firm. Thy work with 
many of the lagest and most successful ngvdtafiom to create business 
solutions that integrate expertise and experience across the fult range of 
business needs - Strategy; fecrinotogy, Processes and People. They have 
experienced excaflent ©wth and 1998 revenues are expected to be 
US$7 tuition. 


JOB PROFILE: Direct report to the CFO. Manage Depart- 
ment AND ENSURE SUCCESSFUL DELIVERY OF PROJECTS WITHIN 
DEPARTMENT. MAJOR INDIVIDUAL PROJECTS I. E. SHARE SPLIT, EMU. 
SUBSIDIARIES’ BANKING AND TREASURY PRACTICES. FORECASTING OF 

Group tax position. Manage „ equity component of adidas AG's 
BALANCE SHEET TOGEHTERWTTH CFO. ENSURE THAT HQ CORPORATE 
SERVICES FUNCTIONS FULLY SUPPORT ALL SUBSIDIARIES AND REGIONS. 


Our cflent has recently established a global intiouse tax function 
responsible tor their taxation matters, to professionals are based In the 
US. Europe and Asia. 

The Ann is now looking to recruit three Tax Professionals to be based in 
London to serve their European business needs. These IndMdUals will 
support Senior Managers (also based h London) to manage taxation 
matters in Europe. 

Responsibilities win include: 

♦ Managing tax compliance, tax autfits and disputes : 


• Local and International Tkx pfenning: 

♦ Active tax support for the tax efficient structuring of deals with clients, 
suppBers and joint venUTBVBfflBnce partners. 

lb be successful irr this role you wW need to be u Tax Rotational with 
three to five years* e x peri e nce of the tax legislation of France* Italy or 
Germany. In addition, experience of managing international tax projects 
will £e flighty regardetL English Is the flrmls official business language. 

This Is an excellent opportunity far a tax profesaJontf who is an 
ambitious self starter keen to develop an international tax career . 
based In London. 


if you are Interested In the above position, please contort 
Donald Mcftriane Cjv. by telephone on 0171 268 2246 or by writing 
to Nm (enclosing a W) to Michael Page Finance, Age House. 

3341 Parker Street, London WC2B 5LN. Alternative)* please email at 
.donalt&rcfarianegmfc ha efpagBXom 


MichadPage 


YOUR PROFILE: excellent academic track-record 
(MBA/Univershy degree). Project management skills. 
Knowledge of German and international business and finance 

PRACTICES. EXPERIENCE IN BANKING, CAPITAL MARKETS. FOREIGN 
EXCHANGE/TREASURY CORPORATE EXPERIENCE IS ESSENTIAL- 
GENERAL TAX KNOWLEDGE. ABILITY TO MANAGE A TEAM OF DIVERSE 
FUNCTIONS AND SKILLS. STRONG TECHNICAL SKILLS IN TAX, CAPITAL 
MARKETS. INSURANCE AND KNOWLEDGE OF THE FRENCH LANGUAGE 
WOULD BE DISTINCT ADVANTAGES. HIGHLY PRO-ACTIVE SELFSTARTER 
AND INDEPENDENT WORKER. FLUENCY IN ENGLISH AND GERMAN. 


FINANCE 
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[Appointments | 
Advertising 


Please also send us your salary expectations and 

FIRST POSSIBLE ENTRY DATE. 


AD ID AS-S ALOMON AG 

HUMAN RESOURCES. 

Mr. T. John 

Adi-Dassler-Strasse 1-2 
D-91074 HERZOGENAURACH, GERMANY' 


K^IS 


appears In the UK 
-edition every 
Wednesday & 
Thursday and in the 
international edition 
every Biday. 


For information on 
advertising In this 
section please call 
Keefey Rope on 
0171 873 4006 


A major institutional broker is looking to expand its 
activities in the exotic interest rate derivatives 
market. 


Finnnci.il Times 


President, Europe 


European Consumer 
Products 


"edel" records GmbH, ein Unternetenen der “edri" company 
music Aktiengesellschaft, 1st ein Junges und erfolgreiches Unter- 
nehmen der Medienlndustrle mlt Hauptsitz in Hamburg. 

Wir suchen asm sdineilstindglichen Eintrittstermin Sle als 


A matarDniritelBCo aaa ne r yxaiyflaaxB- 
pany ufeh tl50+MtiBoc OS) h oh, b one of 
the acrid's brpsl and tnoR teputrile maiik- 
Wr e aftte trib u ltHS of trig}] quality optical prod- 
uds for spam, teanlkin aid pre&siocaJ acttvtda Our 
prodnm are nmfasedriTO mutate faou^ m atwraall- 
eo. mail onto- catalogs. sport aid toy dulns and Ind^m- 
des spectator sores. 


FINANCIAL 

C0NTR0LLER/-IN 


Bn Aufgahe: 

Als Serviceabteilung fOr unseren vweltweit atigen Komnt 
suchen wir den kompetenten Ansprechpartner In alien Berelchen 
der national en und Internatlonalen (US- GAAP) Redinunoslesung. 
Sie unterstotren die Abteitung em BeriMsueaen Or das Inlands- 
und Auslandsgesdtift und bel der quartalswdserv Erstellung von 
Konzemahschlussen nach deutschem und rntemationalem RechL 


Ste ik la natch of HeKaatiDgmuhe id lead and bnlid 
oa grootag Emryean Sals Opaatfens. Band to <Ukt the 
IK.BoIbaJorDumnik. tfaesdufedpiiifaiinal^ll span 
dlredy n the Pnridmt n oat Htadqoarea locked in USA 


aiHhriiimfrflllj Eaw q foilf nm nywiHi w|»ilir p iM H>i 

maanxrdjandsai a! (Hall dsaishxx Europe obhat leas 
5yei8aqxrieDcesa(teecdHaBaguaccQuixd]feEx[ , 8L 
Demoutnued snocm la dodoplng Brea* dturttatw 
w padtlmring pmtkifl llnw and (nrnatlm aln 


Ihra BnfifDafioiu 

Urn dlese Auftabe eigenverantHOitildi zu Ofaemehmen, bringen 
Sle neben einem BWL-Sbxfium vorzugswdse Berufserfahrung aus 
einer der groBen Steuerberatungs- und Wirtsc hafgp rOlungsgesel I- 
schaften mlt Verhandlungs^cheres Engllsch - Fdealerweise in 
Vertolndung mlt einem Auslandsaufenthalt - 1st unabcOngbar. 

Fundi erte Buchholbuigs- und Blianzlerungskemitnisse gehOren 
fur Sie neben umfessenden MicrosoftrAnwendungen zum Hand- 
werkszeug. Die erfoigrelche Umsetzung derarfaHendsi Aufgaben 
steilt hohe Anfordeningen an Hir Organ isationstalert, Dureh- 
setzuigsvermfigerv Teamgeist und Flexibility. 

Unser Augebob 

Es erwartet S>e ein dynamisches Untemehmen und ein Junges - 
Team, das Anstrengungen nkht scheirt, sondem ehrfbrderL 


Operating from their London office candidates 
should have the following: 

■Experience in pricing of products such as exotic 
options, CM swaps ( TEC 10), basis swaps etc. 

■The ability to develop business from new and 
existing clients. 

Salary will be commensurate with skills and 
experience, and interested candidates should send 
a full curriculum vitae and details of current 
remuneration package to: 

■HPO BOX 18072, LONDON EC2M 3RBHHM 


FINANCIAL ANALYSTS. - PROJECT FINANCE 


£40— £60,00 0 + iENEf ITS 


InferessTert? Darm rkhten Sfe Hire au ssag e fl ftfgen Bewertungs- 
unttrlagen unter Angabe Ihrer GdialtsvorStellungen an 


Ve aBet a top cscaulfe lead co mprmmnn package 
codBBea&nie vlfli experitnee. pta hmte IncxadR 
bams. Fbr eoaBdendal andderation, please all our 
ExecDtlte Search Rcpreseoutirc in tbe LTnkted Suts. 
Roberta Ctlaa. at 773-380- 1250, or ConmrA 
year resnare to: Strategic Resources Datiiaited, 
Inc. 8410 West Bryn Msvr bemc, 4A floor, 
Chicago, lUlaola 60631 - USA. Pax: (773) 
380-1 358. E-AUtbsmaulOaolxota EipaJOpjw- 
tunltf Employer 


*edeT racanh Gnmu - GafarMe Srvbe 
WidmmtiKX A (Haus 2) - 22 w? Hamburg f&ermaw) 


Our client, □ mu bi-fa ion dollar tfiversified Irtiemafiond Energy Company, is expanding its London office and is 
seeking several financial analysts io assist wilfa the development projects m Europe, the Middle East, Africa and 
tfae^Ssrmer Scrvirf Republics. 


INVESTMENT ANALYST 
PRIVATE EQUITY 


Tho kola ' 

Supportin g the developmen t ond financing of power 
generotion, gas pipeline and efcdric/gos distribution projects: 


Tbe Pnsot. 


.• Develop pro - forma TtnanckJ gta iemert t and models for ocah 
Row sensitivity and other projects analysis 


STOCKBROKERS 


IT yon are currently employed, or 
retired from stockbroking and are 
looking for occasional part time work 

Personnel with stockbrolriog experience 
required to present one-day career 
seminars oa the industry as well as general 
investment advice. Will suite retired person 
with thorough working knowledge of the 
industry. Seminars to be held in London, 
Birmingham & Manchester. This will be 
occasional weekend work only. £15 p/hour. 


We are mvesmaK tdrisoa to HntxjorWa PBioen. a leading private equity investment 
o unag e m ew group. widiofRcet in B<gtCTi.Loodoa ant Hocg Kong. Wfc are d wfiBffl B d private 
equity- cpeoalista. makxig and mousing mreasrena in and wiib tbe leading prime equty aid 
veume capital groups in Europe. On behalf of ourefleoo. we manage funds exceeding SO 
tsfficn focused enardy oa rhe prime rxfiiity Metre Located in Genoa] London wr jobs small 
Jjaamc nlTiflc aodking lo grow our mwttniaa Beam. 

You are 25-30 years old wifli an ixideigiaduaie degree wbb u las ene year’s ea [rotate 
finance andfar M&A experience with a lesdmg pveaaaeot banfcinfr m a na g anen l conmlting. 
or private eqaity fim. Yon win be PC liuaB. bare amj analyticai and wrinig Skins, speak 
at leas one CcnmenaJ Earopcan Iwigwgr fluently and have excellent investment end people 
judgement. Yea wifi be sdF-mativaimp and oxnfbrokte wetfciqg in a small office cnmwt 

Job laaposUWea will inchide pranaty bxveaman mlyais. resereth, and due diligence 
on tnatfcet nendi and specific awestmem projects in the European private equity marketplace. 
Data entry, dknt and fond repcew® win also be pan of the job- The job win involve some 
travel nd interaction with caber culture*. You will be wpetvlsed and directed by ibe mvesment 
ream h London aid, through that process, become exposed to the wide variety of opportunities 
m the private eqaity scene. 

Conp crmti o n wffl mdude a competitive bate salary, aawl fe cre fao nai y bMM aad 

hwyfift. 


* >M>rk vvifo Engineering, Operations, lax ord Finanoa teeun 
members in order to develop and refine financial model 
assumptions, evaluate risk and optimin reform 

* Perform due tfifigents and analysis to support development 
ond negotiation of ogreemenb, tariff rales and loan - 
documenMiari, and assist in preparation of i nfo rm ati on 

. .me m or a ndum for lender due dffigence ond project Jjnancfrig 

* Garry out I n ve stm ent Appraisal ond Vbluotion<«dysu.for . 
development projects and acquisitions,; including evaluating 
a l ternat i ve project s tredures and tax efficient s tra te gies 


Afl candidates should possess excellent analytical capabilities 
and fiave had several years experience in developing advanced 
spreadshertmodefsl Additionally candidates should be able to 
work in a fast paced environment ond be willing to travel 
inte rn ati onally’. 


-The successful candidates are likely to come (ram one of the 
foRmuing backgrounds; 


• Experience with energy infrasbudure development or 
pnvafisotibn projects; or 


* familiarity witft Emitod recourse financing, gained within 
Investment Bern long ar direrfy from^ titetnduriry; or 


* ^ MBA or GAxdified Accountant, with previous e xperience 
. within, or exposure to, the Utility sector • ■ 


These are challenging and demanding roles; and as such the salary packages available will reflect this. Prospects 
within the group are excellent and include the posnfailby of secondments k> Hie American or Pbdfic office^ 


For further details please phone: 
01273-737212 


if you uv interested, please apply in witting (odonog • copy of your CV md ament 

^ojwpw w. ittn«i derails) to tbe CoDow tn g 

George FLAnoon, Uanagfng Director 
Harbouhfent Partners {UJQ Lbnttod 
141 Hay 4th Root Berkeley Square, London W1X7UF 


F jlNANCtAL 
R K5UJTMEHT 
S OLUTIOHS 


Pfaase send yrair details Jo David Symes ACA at Rnemdaf RecrvifraientSoluiws, Premier House, 
77 Oxford Street lancfon WIR Tffi..ftnc 44-171-434-0601 Emad: FRSUKflAOLCOM. 
Alternatively jcocan aif him for an informal dial on M-\T\ -434-0597' ' 
[EvenTngs/Vifeekends 44*181 -981-71 73J . ' . 
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ACCOUNTANCY APPOINTMENTS 
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o vodafone 

Senior Tax Manager 


Newbury 


Vodafone is a worid leader In the provision of mobile 
telecommunication services and one of the UK's fastest 
Browi ng com panies, doubling Its value within the lest 
12 months. Since Its formation In the mid 1980s, It has 
established a reputation tor quality, innovation and 
leadership and is now one of the Top 15 FTSE 100 
companies. 

Strongly committed to further &owth both in the UK and 
overseas, this Group has a tremendous future with many 
opportunities Tor keen, enthusiastic IndMduals. They are 
currently looking to recruit a Senior Tax Manager to join 
their high prorrfe tax team. 

Reporting to the Group Head of Tax. the successful 
candidate will be involved in: 

♦ The Group's Internal and external worldwide tax 
reporting obligations. 


Excellent Package 

♦ Compliance and advice to a number of UK and 
overseas operating companies. 

♦ UK and international projects. 

♦ Managing UK group PAYE issues. 

This Is a senior role. Ideal candidates wiH be ACA and 
preferably ATT qualified with a mmlmuni of 4-5 years post 
qua lification experience in UK and International corporate tax 
gained either within Industry or a 'B& 5* firm. You should be 
a food team player, co mm ercially minded and be capable of 
communicating at ail levels within the organisation- In retvn. 
Vodafone offer unlimited career opportunities within a fast, 
dynamic and growing environment 

Interested cantSdatss should contact Donald Mcfiartane CA 
at Michael Page Taxation, Page House. 3941 Parker 
Street, London WC2B 5LN, telephone 0171 269 2246. 

Fax 0171 831.6662. Please quote reference 439221 
e-mafl: donaMmcfortaneerriichaelpage.com 


Michael Page 


TAXATION 

Australia • China - France - G eranmiy ■ Hoag Koog- Italy •Nctfacriends- New Z e ala n d -Singapore. Spate -UK - USA 
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Financial Planning 
Manager 


QVC 


The Shopping Channel 


Sface Ks formation to 1993, QVC has become one of the success stories of the sataOte TV Industry. A Joint venture 
between QVC Inc the leafing American electronic retailer and BSfcyB, Vie company Is Britaki'c only dedicated shopping 
channel, using technology to make shopping more coovanJant. Growth has been rapid with turnover on our fcwth year 
excee di ng flPO mMnn. ConMnufog expansion of the UK cable and satellite televtslon market and the development of 
new digital tectanolotfas are pre eo nt lng farther opportunities lor elect roni c shopping wUch QVC as market l ae d or wM 
exploit to deflver quaflty products at great value prices to our cus t ome rs. 


London SW 

Due to this growth, on exerting role has arisen for a 
Financial Planning Manager to be responsible for a variety 
of asstgnrnents. chiefly looking at the foture direction of 
the company. Reporting to the Chief Financial Officer and 
supervising a small team, your responsibilities wiQ include: 

♦ Production of forecasts and projections. 

♦ Investigation and evaluation of new business 
opportunities. 

♦ Develo p i ng enhancements ip accounting systems. 

♦ Daily and weekly reporting of key Indicators for 
management. 

♦ ResponsMny for Inventory aocowting and reporting. 

♦ Control of retafl "Open fa Buy" system to monitor 
purchasing performance. 


to £45,000 + Benefits 

ftospectne candidates win be qualified accountants with a 
demonstrable track record of achievement and commercial 
experience. Having a successful record of staff 
management, you will be a good team builder, self- 
motivated and able to motivate others. Exposure to the 
retail industry and preinous Inventory corarol experience 
would be an advantage. You must be highly PC literate and 
be excited by the prospect of joining a rapidly growing 
dynamic environment. 

Interested candidates should write, enclosing a full CV to 
Simon Bell at Michael Page Finance, Page House. 

3941 Parker Street. London WC2B 5LN, or aHemadvety 
fax 0171 831 2612. quoting reference 409508 or 
email: simonbell@mlchaelpage.com 


Michael Page 
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Australia . China . France - Germany ■ Hong Kong • Italy ■ Netherlands • New Zealand ■ Singapore ■ Spain - UK ■ USA 




A *r.-‘ V';' v:si 


• looking fo expanse 
rote derived 


ion Office? candid® 

fOCfucts such as 

i, basis swaps etc. 


mirt+tt from new c? 


^CrN» wit?' skms - 

WBCiefafes shot*** 

Ml Ootatlf' of cJf,r 


ION EC2f 


lift 


< ;pr 


Business Systems 
Manager - Finance 

Peason T o l evM on te ftftafa's onjy t a levI s lOB prodneor wBh a truly jgobal presence. Evarymonlfa some 200 mWoo 
viewers in 70 cou n tries watch Pearson^wocfoced tefcvisloo programmes. thnx^a Ks subs kfewtes , Tbaroea Television, 

AH American, Atomo and Grundy. Pearson TV owes many of the best firms show formats ever produced and a significant 
Kbtary of w eWk n ow n and Iwfitienhg p io gia n un ea that have become brands In ttdr own right- Hg^fow, The BB, 
B e yw a tch, The Price Is Wg* end Bfcd Date. 



Central London 

A wholly-owned subskflary of Pearson pic. Peareon TV has 
a turnover of about £400 million and ambitious plans for 
the future. A vital ingreeflent for future success will be the 
provision of high quality and efficient business systems to 
support continued expansion. As a result, an opportunity 
now exists for a Business Systems Manager to become an 
integral part of the finance management team. 

Key respoosMUaswa Include: 

♦ Acting as a changB manager In the development of 
European Business Systems. 

♦ Initiating significant Improvements to business 
processes and procedures, project managing all 
subsequent development 


c £55,000 + Car + Bonus + Bens 

♦ Supporting the business systems users, gaining buytn 
and cHvtrg changes that aid significant value to PTV. 

Suitable candidates win be ambitious Finance or IT 
professionals with excellent commuiication. negotiation 
and leadership skills. Experience of project and change 
management, selecting and Implementing financial 
systems and staff management are prerequisites, in 
addition, experience of a range of financial packages 
Including Sun Accounts, Hyperion, Vision or Wcrosoft 
Office, is highly desirable. 

Please send your CV to David Angel at Michael Page 
Technology. Page House, 3941 Parker Street. 

London WC2B 5LN, Tax 0171 831 7182. quoting reference 
420358 email: davtdangel@michaeipage.CQm 


Michael Page 
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Finance Director 


CLARITA 


* £ 


West London 

Claritas, a subsidiary of VNU (a £1.2 biHlon multi- 
national media and information group), specialises in 
providing businesses with customer marketing 
Information. Growth is dynamic (50%+ over the last 
three years) and current expansion into Continental 
Europe, plus increasing activity within the UK, will 
ensure that this momentum will continue apace. 

As a result of recent reorganisation to support this 
expansion, Claritas is now seeking to appoint a UK 
Finance Director to act as a key contributor in meeting 
the organisation's future objectives. 

Reporting directly to the Managing Director with dotted 
line responsibility to the European Finance Director and 
as an integral member of the UK Board, the main areas 
of responsibility will include: 

♦ Rill responsibility for finance and aOninistrative 
functions, which wilt involve leading and motivating a 
te®n of c.20 staff. 

♦ Provkfing advice to the Board on general business 
issues. 

♦ Implementing improved financial controls and 
reporting systems to meet the changing needs of 
the business. 


c £50,000 + Car + Benefits 

♦ Managing the provision of financial and business 
information to Claritas and the parent company. 
VNU, ensuring that tight reporting deadlines are met 
and that management information is relevant, timely 
and accurate. 

The successful candidate will be a qualified accountant 
ideally with experience gained in an international 
reporting environment Also important will be 
communication and influencmg skills commensurate 
with the level of responsibility that this role demands. 

This role offers an exciting and challenging opportunity 
to oontrfoute within a rapidly expanding business In a 
young and developing market Excellent future career 
prospects exist within the wider VNU group, both 
nationally and Internationally. 

interested applicants should write enclosing a 
comprehensive cimiculum vitae, details of current 
remuneration package and a daytime telephone 
number to Sarah Tyidesley at Michael Page Finance, 
Europa House, Church Street Old Isleworth, 

Middlesex TW7 6DA, fax 0181 847 5703. 

Please quote reference 436781. 
e-mail: sarahtyidesiey@michaetpage.com 
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Group Financial 
Controller 


Central London 

Our client is a design, marketing aid distribution 
company whose core activity Is the development of 
branded products. The company has enjoyed a 
phenomenal growth rate over the last decade and Is 
now recognised as a leading name in Its chosen 
markets. This young dynamic group has an exceptional 
future ahead of it and In order to continue their 
success see now seeking a high calibre commereiajly 
minded Group Financial Controller. 

Reporting to the Finance Director, this individual will be 
responsible for all daytoday operations of the finance 
function. With a staff of 15. key responsibilities will 
include assessing and Improving the current systems 
aid developing the bodgsting/pi arming side of the 
operation. Ultimately, the individual will make a key 
contribution to the success of the business. 


c £55,000 + Benefits 

Likely candidates will be qualified accountants with a 
minimum of five years post qualification experience In 
a commercial public company. A creative background 
acquired in distribution, retail or marketing would be 
advantageous, as would experience of successfully 
managing a large team. Strong persuasive ■ 
communication skills must be combined with 
independence, maturity, commercial awareness and a 
sense of humour. Credibility and adaptability is vital as 
the role Is certain to broaden and develop. 

If you have the above sWHs, please send a fldl 
curriculum vitae and details of current remuneration, to 
Andrew Bentote at Michael Page Finance. 3941 Parker 
Street. London WC2B 5LN, fox 0171 831 2612 or 
www.michaelpagexom Please quote ref 439661- 
e-mail: andrewbentote@mldiaBlpage.com 


MichadPage 
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Finance Director 

World leader in specialised engineered products 



Midlands 

This is an exciting opportunity to join a successful 
business which was a recent buy out from a major 
international pic. The company develops and 
manufactures a quality product supplying an impressive 
portfolio of customers m a wide range of sectors. 

As an independent entity, they are seeking to recruit an 
astute finance professional who is able to contribute fully 
to the continuing co mm ercial growth of the organisation. 
The Finance Director, as a member of the Board, will have 
full responsibility for ensuring effective financial 
management and c o nt r ol of the company including its 
overseas operations. Key tasks will indude: 

• providing accurate and timely financial accounts, 
budgets, forecasts, together with other required 
management information; 

• being the catalyst for the efficient dissemination of 

relevant financial information across , 

file executive team; pp __ 

■ acting as the company's interface with i C( IT 1 rv> 
file City, venture capitalists and other IK 
financial institutions; ' 


(GrlKIRS 


£55,000 + Car + Equity Potential 

• taking an active role In negotiating commercial 
contracts, financing agreements and investment 
decisions. 

Candidates will be qualified accountants (preferably 
AGA) with experience of working within a manufacturing 
environment. A strong technical background and 
first rate IT skills must be combined with a pragmatic 
approach to problem solving. Excellent personal 
presence, energy, drive and a hands-on management 
style are essential 

This is a demanding role that offers file appointed 
candidate the opportunity to jo*” a boardroom team 
dedicated to growing this successful enterprise. 

For the right individual, the role offers the chance to gain 
both personal satisfaction and substantial financial reward 
from an envisaged equity stake. 

Please send a full CV in con fidence to 
___ _T\^j GKR5 at the address below, quoting 
||^ 1 reference number 3Q1B on both letter 

^ J and envelope, and including details of 
— ' * current remuneration. 


X WATERLOO STREET, BIRMINGHAM B2 SPG. 
TEL: 0121 633 4844. FAX: 0121 633 3744. 

A GKR Group Company 


*•*#•** 


iiifc*?*-— 




atari '* 




hr**- - ’ • 

v> 


An opportunity to contribute significantly to the Group’s further growth. 

Scope for stock options. 


ALPS 


GROUP FINANCIAL 
DIRECTOR - DESIGNATE 


ESSEX £60,000 -£70,000 

RAPSOLY EXPANDING CONSUMER PRODUCTS COMPANY. MARKET CAPITALISATION o£100 MILLION 

This vacancy calls for candidates aged 35 - 45. either FCA or FCCA or CIMA with 10 years’ successful 
commercial or professional practice experience and not less than 3 years’ as the Finance Director 
or the number two of a medium or large public company. Reporting will be to the Group Chief Executive. 

. ^ ^ to ensure ‘real time effective financial contror and cash management thus meeting 

J^Ll^Tand oroviding fell awareness to the Board.This is very much a hands on position where the 
Zzessfel candidate^!! significantly add value. Salary negotiable £60,000 - £70.000 plus or. contributory 
... „ Mlir -, nc e assistance with removal expenses if necessary Applications in strict 

corrfidence^nder reference 7595/FT to the Managing Director, ALPS. 


Financial modelling 

for high-value { 

corporate finance 
transactions 

London • Packages to attract the best 

Ernst & Young is offering some of the brightest 
minds in the accountancy profession the 
opportunity to join a successful and rapidly 
expandng team of financial modellers. 

This is a chance to stretch yourself in an 
intellectually demanding field, which will bring 
you Into early contact with high-profile 
transactions and major organisations. 

Part of our corporate finance practice, our work 
covers mergers and ac qu i s i tio ns, business 
development and project finance on an 
international scale. We work at the leading edge 
of financial modelling practice, typically at the 
upper end of the market 


fSb*, 


£S00m. 


These are highly technical roles that require 
considerable intellectual rigour and the ability to 
quickly acquire advanced spreadsheet skills. 
Degree-qualified, you'll have an excellent 
academic track record and a logical, analytical 
approach to work. We are looking to recruit 
high- calibre accountants for a number of 
positions from newly qualified to director level. 

You'll be joining one of the largest professional 
services firms in the world that has a genuine 
commitment to quality, adding value and career 
development Ongoing training and development 
is guaranteed; we see investment in our people 
as an investment in the future of the firm. 


For tunhar deads, p foma e writa with a fxdl CV to: 
JaeUo Weston, Haombnent MutegoK Corporate 
£7 00 m Ftnaoco, Ernst B Young, Backet House, / Lambeth 
Palm Road, London SB 7 £V 

£so „ =U Ernst & Young 
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WHY FINANCIAL EXPERTS STAY IN THE BLACK 

HEAD OF FINANCIAL PLANNING AND ANALYSIS 


guinness 


To £70,000 plus full range of benefits 
N.W. London 

FROM STRENGTH 
TO STRENGTH 


ov«r ISO rnftirinoj it or.i' cv , 1 ; hv- v< o r ! J ..i-iir.s* 
c-f cpcr.itir-.n praf:!.* nr.ci vr -.ni-." If.. 
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Leading US 
Investment 
Bank 

International M&A 
and Corporate 
Finance - ACAs 


LONDON £ EXCELLENT 


M 01 •gan McKinley 


Our cHent Is a global investment bank with a leading presence and unique capabilities fan mergers and acquisitions, equities and fixed income. It has. 
advised on some of the largest and most Innovative M&A transactions in recent years and combines strength In fixed Income and equity origination with 
unparalleled global distribution capabilities. Supported by the exceptionally strong balance sheet of Its parent group, the bank has eivolved to become a 
powerful force hi every facet of the securities industry. 

Due to internal promotion and current expansion, outstanding opportunities for ambitious professionals have arisen within the European Investment Banking 
Division. Successful applicants will be exposed to a growing international client base, working closely with industry specialists and regional coverage officers.. 
They will be involved with the full range of investment banking activities including M&A, flotations and listings, privatisations, capital raising and strategic 
advisory assignments. 


Candidates of the highest quality are soughfc- 

• Newly / recently qualified ACAs with up to two years POE in a 
leading accountancy firm or investment bank 

• Experience of corporate finance or relevant special projects is 
useful but by no means essential 


• A strong academic background, probably wfth a JM honours degree 
or above and first time passes fat professional examinations •' 

• Team players with initiative, creativity and flair, together with a high 
level of motivation and commitment 


This is a rare opportunity for ACAs to apply the business skills their professional training has gven them in a dynamic US investment trank. Supported by a 
real commitment to training and development, including attendance on the bank’s training programme in New York, successful applicants will be expected 
to take on early responsibility and play an active role in developing new business leads. The potential for talented Individuals to progress In this stimulating 
and challenging environment is unprecedented and the prospects for remuneration excellent ■ 





‘In 




Interested applicants should contact: Ian Jones or AJex Tracey at Morgan McKinley,. ; 
Wellington House. 125 The Strand. London WC2R OAR Tel: 0171 557 7222 Fax: 0171 836 3456 
email:. ijones or atracey0moigan-mckintey.co.uk. 

Alternatively, you can also apply via htq>7/taps.oom/morgan_mcklnley 
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FTSE 100 Group-Global Market Leader 

High profile appointments for ambitious finance professionals to contribute to business re-engineerihg. 


Rapidly expanding worldwide market leader 
In the supply of technology to blue chip 
semi-conductor manufacturers. Truly global 
turnkey supplier with businesses in 60 
countries. Pace of change and future 
expansion plans have led to refocusing of 
the business and the creation of two 
challenging and high profile positions for 
highly ambitious finance professionals. 


:nbs; 


A BNB Rennes pfcaxnpany 
SO 9002 Registered 


NB Selection - Financial Management 


Aberdeen* BaiiAglujii * Bristol -Cardff • City • Edinburg) ■ Glasgow 
Lento- London -ftanehca o -* RatSett-Ste^i-Frarliftjrt- Madrid* ftris 


Controller - Major Projects 


£45,000 + Car + Benefits 


THE POSITION 

♦ Co-orcfinace complex change management processes to develop financial and commercial Input 
to direction of business. Proactively contribute to customer account profiobifity. 

♦ Provide protect managers and global account directors with financial and commercial advice. 
Develop effective finandai information In support of the bidtender process. 

♦ Real scope to influence business and work dosefy with senior management. Report to Head of 
Business Planning. 

QUALIFICATIONS 

♦ Highly intelligent graduate qualified accountant with extensive financial moddletg and investment 
appraisal experience. 

♦ International blue chip beckpound. Comfortable with mat ri x ma nagement and global business 
structure. Proven record of commerced contribution to operational efficiency. 

♦ Credibility, presence and good networking sfdBs. Ability to influence at til levels business-wide. 
Creative and inn o v a tive thinker. 

Ref LG20028I 


International Financial Controller 


South East c.£52,000 + Car + Benefits 


South East 


THEPOSmON 

♦ Ftti responsfoaityfor consofidaed in ou l udotiti finandai reporting, business planning and analysis. 
Report to France Director. 

♦ Champion Improvement in finandai management in ov ersea * subsidiaries. Provide commercial 
finance support to local nanag o meramformufaa; Intemationti best practice. 

♦ Develop effective business infor ma tion in support of npidfy developing business structure and 
sales strategy. 

QUALIFICATIONS 

♦ Highly Imdfigenc graduate qualified accountant with towards of six years' experience induing 
i nt ernational reportingand business pfennhig width muhkwrional environmen t. 

♦ OxrmerdaUy astute and tedinfcaDy excellent. Record of process improvement and proactive 
comm er cia l Invobrement In rapidly dunging business. 

♦ Proven abifity to Base and influence az senior management level Highly ambitious. Abifity, to 
p rogre s s within InteiTBTkxtal biueehtp en v xtxxngrt. • 

Ref LG200280 


Please send fuflev, stating salary, quoting appropriate reference to NBS, 54 jemnyn St r ee t. London SWIY Fax 0171 _49l 0447 EmtiTuitli d^dieihAaMllk Tel 01 71 493 4392 



Delortte & 
Touche 
& 


Berkshire c£45,000 + Car + Benefits 

Our dient is a multinational manufacturing group with businesses world-wide! 
Due to internal promotion a Financial Controller is sought to play a key role in 
co-ordinating international reporting within a highly decentralised corporate structure. 

Reporting to the Finance Director — Europe, and liaising with senior personnel 
world-wide, the key tasks include multi-currency consolidated reporting, strategic 
budgeting and planning and dose involvement with the general financial control and 
corporate finance issues of a multinational network of holding companies. You will aly> 
be responsible for effective treasury management via a multi-currency, syndicated bank 
facility and international tax planning and compliance matters. 

Applicants must be qualified accountants with strong technical abilities, of graduate 
calibre, and around 3-5 years post-qualifying experience. A background in the 
profession or industry will be relevant and candidates should have experience of 
multinational corporations and have a high level of IT awareness. Candidates must be 
energetic and ambitious with good communication skills, a proactive style and the 
maturity to determine and prioritise the important issues. German- language dolls 
would be an advantage. 

Prospects are excellent and the successful candidate will be rewarded with a 
comprehensive remuneration package. Interested applicants should send a full 
c.v. including current salary and daytime telephone number to P hilli p Price ACA, or 
Andrew Guy quoting reference 3164 at Deloitte & Touche Management Solutions, 
Colmorc Cate, 2 Colmore Row, Birmingham B2 2BN. Tel: 0121 200 2211. 
Fax: 0121 695 5729. Internet: Andrew_Guv@ddoitte.co.uk 

Management Solutions 


Appointments 

Advertising 


appears hi the 
UK edition every 
Wednesday & 
Thursday and In 
the International 
edition every 
Friday. 

For Information 
on advertising; in 
this section 1 
please caff * 

Keeley Pope on 

0171 873 4006 

Kart Loynton on 

0171 873 3694 

Ben Bonny 
Jameson \ 
0171 873 4015 
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To £55k + outstanding 

benefits £ rfoofc options 


O vodafone 


Newbury 


< 


Group Finance Manager 


■ Internal promotion provides an ene optional opening fora fbst-dass finance professional to Join this fast- 
growing world leader In mobile mtacoamunkMUons. With operations In fourteen countries around the 
wotid, Vodafone Is now firmly established as one of the UK* top 15 companies with a market capitalisation 
ctt over f25bn. This is a high profile role within a small, p ro f essional head office team, offering excellent 
opportunities for early promotion Into a senior fine position In one of the Group X companies. 

THEROLE 

■ Responsible for managing the external reporting for 
the Vodafone Group, which is (faded on both the 
London and New Ybrfc Stock Exchanges. 



Providing technical financial expertise to top 
management on the full range of the Group's 
International activities, including acquisitions and 
disposals, cross-border funding and other ad hoc 
commercial projects. 

Kay member of a select group of senior 
profesionafct working dosety with special isas in tax and 
treasury with responsibtTrty for the Group's overseas 
holding companies. 


THE QUAtiHOUlOMS 

■ Graduate ACA with top quality educational and 
professional background; at least five years' pqe 
within a leading international accounting firm or 
with a bkre-chip multinational company. Krowiedge 
of US GAAP preferable. 

■ Responsive and agile thinker with a strong 
commercial streak, capable of providing first-class 
analysis and reliable advice to tight deadlines. TVack 
record of effective project management. 

■ Flexible, pragmatic and resourceful; an excellent 
communicator. The potential and the ambition to 
progress rapidly within the Group. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 1700 


Selector Euro pe 

Spencer Smart 


Hease reply with full details toe 
Selector .Europe, ReL TJW2&3SV1/7S. 
IS Connaught Place. 


London 


uassSBUB 

c £60,000 + benefits 


Deloitte& 

louche 

& 


Our cheat is a leading international (inn of property consultants. The company is client driven, with 
operat io ns mirroring the territories in which kev customers arc active. The creation of this role reflects 
a new strategy to re-engineer the finance (unction on a global basis. The new Group Fina ncia l 
Controller will play a key role in rc-designing the finance function and centralising the financial 
operations in London. 

Reporting to the Group Finance Director, you will be responsible for co-ordinating the production of 
all financial accounting information, working doseiv with the overseas offices across Europe and Asia 
Pacific to improve the financial management svstems. This will be a challenging, hands-on position, with 
significant opportunities for a bright, self motivated individual to develop this role extensively in the 
future. You will travel imcrmitTmtlv to the local offices during your first year as pan of die 
centralisation project, and that go an ongoing basis to ensure the new systems are running effectively . 
The ideal candidate wifl be a graduate qualified Chartered Accountant with strong supervisory skills and 
excelle n t technical knowledge, who can demonstrate the confidence and presence to succeed in a 
demanding and rigorous environment. The ability to think lor yourself and command respect at all 
levels of the organisation arc prerequisites to success in this position. 

If you believe you have the necessary skill* to excel in this position, please write with full details of your 
career to date, including current remuneration package, to Liz Hayward. Dcloine & Touche, 
Stonecutter Court, 1 Stonecutter Street, London EC4A 4TR, quoting reference 1762/S. 

Chartered Accountants 



Finance Director 


North West - Salary to £45,000, Equity opportunity and car 


m The JH Austin Group comprises two 
operating divisions: Multi-Filter supplies industrial 
filtration consumables to large manufacturing 
organisations in both the home and export 
markets, whilst Pro-Ex is a marketing services 
agency specialising in dealer support and 
corporate road shows ro a range of blue chip 
chants across Europe. Entrepreneurial and 
profitable, the group plans to increase turnover 
to £25 million over the next three years, both 
organically and through acquisitions. 

Fundamental to the company's successful 
development is the need to recruit a 
commercially minded Finance Director. 

» Reporting to the Managing Director, you wiB 
be responsible for all aspects of the production 
of monthly management and annual statutory 
accounts, budgeting and forecasting, and 
developing pertinent management information. 
As a key member of the senior management 
team, you wilfafso take an active interest in the 
commercial success of the business and ensure 
that tire general level of understanding of finance 
within the company is improved. 


0 Excellent interpersonal and communication 
skills are essential in this role, as is a 
commitment to work as part of a strong team 
with the ability ro influence at all levels. 

Energetic and analytical, you w HI build an 
effective system, implementing policies and 
procedures to support this rapidly changing 
environment This is an exciting opportunity 
fora suitably able individual who feeds they 
have more to offer an organisation than simply 
producing basic management information. 

If you wish to be considered for this 
opportunity, please send your curriculum 
vitae, including details of current . 
remuneration and a summary of how you 
meet these requirements, to Tim Hastings, 
Ernst & Young Executive Search & Selection, 
Rolls House, 7 Rolls Buildings, Fetter Lane. 
London EC4A 1NH, quoting reference TH2B3. 

=H Ernst & Young 

The UnarJ Kingdom firm efEnta tf Ynngh* Hrmhrraf 
Erttt rf launuaaul 



North 

West 


to £50.000. 
car, bonus, 
benefits 


BweHent opportunity fir robust, pragmatic, commerdal finance professional to support and complement 

exe cu t ive and play promfnest role in team fiKnsed on wuwriwrfdng ongoing profitable development. Profitable, 

c£30m lu rew u 1 multi -she subsidiary of expanding and acquisitive c£650m turnover UK PLC. 

THE ROLE 

• Total responsibility for finance, administration, information technology and purchasing. 

• Enhance systems and reporting infrastructure and disciplines and procedures io provide management with 
direction and approp ria te measures of per f ormance. 

• Work closely at board level to determine opportunities for growth and profit improvement and provide 
timely firumrixi input and guidance through identifying key operational issues and support business driven 
solutions. 

THE QUALIFICATIONS 

• P rofe ssionally qualified, graduate accountant with a record of achievement in a modern finance function. 
Robust and pragmatic with sharply focused commercial and communicative skills. 

• Demonstrable experience of successfully developing a finance function, fully conversant with computerised 
manufacturing systems. Comfortable with the r ep o rt in g requirements of a UK Pic. 

• Proactive contributor to strategic thinking and the implementation of change together with proven 
e xp erience of the successful utilisation of sophisticated management information systems. 

7b appfy, please write with a full CV, details of ament salary and quoting rtf 10181 to Tracey PuOan at BUM 

Nerard Boland, Corson Boise, The Beediwoods Estate. Ebnete Lone. Roandhay, Leeds, LS8 2LQ. Telephone 

0113 218 8000. fta 0113218 8020. E-ataib usiot@bfim-neiToLdanonjv.uk 


BUSTDL 
0117 904 9366 


LEEDS 

0113218 B000 




Novard Roland 


EXECUTIVE RESOURCING 


WARWICK 
01926 400778 


LONDON 
0171 636 2288 


M sequefit Finance Director 


Sequent occupies a unique position as the world's leading supplier 
of high end, open computer systems. We market and design 
computing systems that enable our customers to align information 
technology architectures with business strategies and practices. 

We also offer a wide range of professional services, software and 
hardware, and enjoy solid relationships with a number of strategic 
partners. The UK operating subsidiary has been and is continuing 
to grow at around 25% per annum and currently employs in excess 
of 500 people. 

An exceptional individual is now required to head up the Finance 
and Commercial department for the UK Division. Reporting to the 
European Finance Director, this person will form an integral part of 
the UK Management Team. 


The successful candidate will take foil responsibility for: 

* Financial and operational support to the UK General Manager 

* Setting the strategic direction of the subsidiary as part of the 

senior management team 

- Leading and motivating a substantial multi-disciplinary team 
a Developing financial accounting systems to provide state of the art 
information 

* Establishing both short and long term business plans 

Suitable applicants should be qualified accountants with a record of 
significant achievement, ideally in the hi-tech sector. You will 
possess technical ability and astute commercial acumen plus a 
strong desire to add value in a sales orientated, customer facing 
environment. 


This is an outstanding opportunity for an energetic and dynamic individual, sufficiently self-motivated to 
prove themselves in a high profile role within a rapidly growing organisation. 


Package Circa 100k 
+ Executive Benefits 

Surrey 


Please forward your curriculum vitae 
with a covering letter, detailing your 
current remuneration package to 
Jacqui Harrington 
UK HR Director 
Sequent Computer Systems Ltd 
Weybridge Business Park 
Addlestone Road 
Weybridge 
Surrey KT152UF 
Alternatively fox your details on 
01 932 850 1 1 6 or telephone 
01932 814 621 for more information. 


c.£40,000 + Bonus + Benefits 


Industrial Products 


Gloucestershire 


Finance Director Designate 


Tkb cJSS million ope r a ting company is key wdhut a mtqor ixUrvabonal basittess and q seeking to appoint an energetic and 
enterprising new Flounce Director Designate. The Group is berestutg heavily to estuMisk hsdf as a worid-dast Buma^erarerofhigh 
volume products, the consequence cf which is a change programme offering a unique opportunity for a defeated in&vuhtal to make a 

significant tixpoct on die commercial success end profitability of die business. The role ira? regain a practical iavotmaem in the tunning 

of the business, ahmg with the rest pf the Senior Team. 

THE ROLE 

• Reporting to the Managing Director, a key 
member of the executive team with specific 
responsibility for supplying a comprehensive 
professional financial service. 

• Introduce an integrated and disciplined 
approach to the reporting of company 
performance and provide effective 
management information to facilitate business 
tracking and decision-making. 

- Input positively to the restructuring of the 
organisation and its information systems. Act as the 
finance interface in the communication of business 
progress to the executive team. 



THE CANDIDATE 

• Aged 35+. a qualified accountant with technical 
excellence gained from working for a quality 
manufacturing organisation serving competitive 
markets where product costing and profitability are 
critical. 

- A definite 'hands on* approach with well developed 
system skffis are essential 

• Commercial skiBs to contribute strategically to the 
development of the business as a whole. 

• Stature aid leadership to mentor a small team. A 
champion of sustainable change, with resolve, drive 
and ambition. 

• Company secretarial experience would be useful. 


TONER 

GRAHAM 


Please reply with fun details quoting reference “UEX1" to: 
Toner Graham, 8 Imperial Square, Cheltenham, CLOS, GLS0 1QB 
Tel: 012822X1711 Fax: 01242 227786 
Email: toner.graham@btintBmeLcom 
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FINANCIAL CONTROLLER 


FAST MOVING CONSUMER GOODS SECTOR 


MIDLANDS/NORTHERN HOME COUNTIES 


TO £65,000 PACKAGE 


• UK subsidiary of global £muhi-b0Uon branded 
consumer goods business with a current turnover 
approaching £1 bflUon PonfbBo of bigb profile 
brands with strong market poshloo. 

• Reporting to the UK Finance Director, this position 
has a highly commercial focus and calls for in-depth 
operational involvement to provide financial analysis, 
evaluation and l eco nwnend a t k ww to the Board relating 
to prod action, logistics and distribution operations to 
support the business as it moves to the next stage of 
development. 

• Key tasks are to monitor and advise oa business 
performance; share In the formulation of plans and 
strategies; provide a value adding financial service to 
the operations’ functions; and ensure sufficient 
measurements and controls ate in existence to 
underpin profitable growth. 


• Graduate calibre and qualified Accountant. Broad 
experience in financial management and analysis from 
consumer goods or similar &st-paced sector. History 
of financial control in a team based structure where 
the finance function enjoys a high profile and is 
regarded as value adding. 

• Strong commercial acumen and creative flair, with 
intellectual ability to manage multiple issues and 
teams. Must have maturity and credibility to create 
effective relationships throughout the business. 

• Tough, self-reliant and challenging character with 
strong presentation skills. A proven leader and team 
builder. Intellectual, yet pragmatic in approach with 
good interpersonal skills. Longer term ca re er potential 
is required. 


Please apply In writing quoting re f erence 1690 
with fun oncer and atary details to: 

Tbby Lapogc-Norra 
WUftehcad Selection 

4 The Courtyard, 707 Warwick Road, SoKhufl B91 3 DA 
Td: 0121 *f09 0909. Roe 0121 709 0479 
www.v hftdwiWe citeoi.i6 



A dfrtdoi of WUicfaead Item Ltd, 
aVhttdicsri Msna Group PLC cotapaor 


Appointments Advertising 


appears in the UK edition every Monday, Wednesday & Thursday 
and in the international edition every Friday. 

For further information please calhKarl Loynton on +44 0171 873 3694 
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International Marketing 
London • Paris • Home Counties 
c £7 5k plus Executive Package plus Full Relocation & Substantial Bonus 


This highly acquisitive and fast growing multi million turnover organisation, 
with plans for expansion throughout Europe and beyond is going places 
rapidly, and is offering an opportunity for an equally ambitious accountant 
to become one'bf the driving forces to bring these plans to fruition. 

TOarirfng closely with die Chief Executive in this highly strategic role, you 

will be a catalyst for maximising business opportunity. Your ability to 
conduct business in both French and English will allow you to work closely 
with operational management as well as reviewing management 
information. Evaluating and making recommendations to augment 
profitability you will be influential in driving the business -forward. 


The management of potential mergers, acquisitions, flotations and your 
ability to regularly review, analyse and design effective corporate capital 
strucrutes will be paramount 

This demanding, high profile role offers a CCAB qualified professional the 
opportunity to give their strong financial and co mm e r c i al ac um e n fen rein. 
Articulate and polished, you will have a perso na l presence and positive 
image allowing confident and- effective commu ni c a tion with professionals, 
within and outside the organisation. Flexible, cre a tive and reafient with a 
proactive approach you will need a head for heights as you benefit from the 
opportunities within tins fast moving i n t e rnational co m p an y 



■£ .'‘.i-i.'.'-'C. » . 


. argent 

TOP ‘SCORER” REQUIRED 



Argent Group PLC.is one of the 
UK’s leading . property 
developers, and is involved in 
schemes worth in excess of £5O0> 
mflBon. 


Interviews will be held in London on the 5, 6 and 7 August 1298. 

To apply, please send your CV in confidence to Tracy Webb, Senior Consultant or Clive Thomas, 
Director at Cooper Lomaz Recruitment (Central) Limited, Ground Floor, Blackfriars House, 

379 South Row, Whan Gate East, Central Milton Keynes, MK9 2PN. Telephone: 01908 S4S400. 
Fax: 01908 545454. Email: ncruit@caoperlomazjx>juk Internet: ht±p:llwwwjcocperlomazjcOMk 




cooper lomaz recruitment 


focused on success 


Due .to staff progression, we 
have a ■ vacancy for an 
accountant to lead the small 
Piccadilly based . finance 
function report i ng to 1J» Finance - 
Director but working as a 
member of the team of -26 
dx^ipyees. 


Responsibilities will iociudc: 

■ - Efay to.cfay q ra rytgcatent ofthe 

- finance faadtiQja'to bnsure tiie 

production ofens^finBf ^ ? »> 

- accurate infotafatieiif. - 

» Prep ara tion ofqnsrttify : • ‘ ' f - - ' 

' | pJ » n ngi»m CTf ynrf ' 

statutory accotmis ; 

• provision of project cost md 
budget dam to in-house . 
project mapagini, . 

- -Treasury and fiafsoti w3h ' ' 

. project funders 

• Ad hoc project related work ■ 


The successful applicant will be 
an enthusiastic, positive 
. individual, preferably with 
exposure to property 
‘ development -and definitely 
strotigly computer literate. 

' Neither, age nor qualification 
will be a barrier, but candidates 
must demonstrate initiative and 
confidence and be willing to 
participate fully in a diverse 

range of activities. - 

A competitive package will be 
offered. Please send yoiir CV. 
-- not . to -exceed two pages. 

together .with details of your 
: current remuneration to: . 


jane Ttanbor 
Argent Group PLC 
5 Albany C our t yar d 
Ptaadfly . . 

London 

W1V9RB 


NO AGENCIES PLEASE 



W^RLD 


ADVANCED 

NETWORKS 





fiat* 0 " 1 


M4 Corridor 


Finance Director, Europe 

Comprehensive Package 


PUBLISHING 


South West London 


c £50,009 + Car + attractive Bans and Pension 


WorldCom . Advanced Networks is part of WorldCom Inc, die global 
tefeco mm unkadons company with 1997 revenues of S7.5 bOSon. VVbridCbm is a 
premier provider of bolitfes-based and My integrated local, long distance. 
Int e rnational and Internet sendees. 

WarfdGom Advanced Networks (formerly CompuServe Network Sendees and 
ANS Corrffnurtcarions). is a leading global network integrator provking more than 
1500 companidi with complete, fogy integrated and mana g ed Internet, Intranet aid 
Extranet connectivity solutions in 1 14 countries. 

Reporting to die l w bnaging Director. Europe, this newly created role wffl provide 
the opporttnhy to make a s^iKcant contribution to a rapidly growing business. 
Responslbflltfes wffl bidude; 

* Respond bifay for day to day mana g eme n t and devefopmem of the European 
Rnance Function Kioompasang continual review and improvement of efficiencies 

• Reporting to the Group Financial Conoofler in Ohio. USA. cake full respons ib ility 
for afl aspects of financial control ensuring prompt and accurate financial and 
budgetary reporting 

-Develop financial systems ensuring they can support sustained growth and 
development 

. -.Pawky effective work ing relationsh ips with senior manage ment a cross the region 
'in order E" optSnsetiia quality arid range at VnaftCdl and COnVIsat&rkdurUGuion- 


• Ensure that die commer d al strategy is comprehensively supported by sound 
financial strategy in accordance with overal corporate objectives 
•Working dosdy with the MD on afi aspects of business strategy mducfiqg 
potential acquisitions ensuri ng al cunun e uld devriopmsits are given rfgnotE 
financial appraisal. 

Essential attributes wffl include energy enthusiasm and initiative as well as the 
ability to thrive in a dynamic multinational org anisat ion. You wffl be experienced in 
the devetopmenc and management of flnandai control systems and thoagh noca 
prerequisice, this experience Is Bkdy to have been gained within the M-tedi sector: 
R amas fo g occdtenc co mm untatibn skSts, you wffl be a quaHleri acoo u mant with 
the abtity to manage broad business issues and operate successfofly at the behest 
level within a mifidqfflura) environment. 

This is an outstandng opponunity for an amUtious and talented fndvidiiaJ to join 
an exceptional organisation that wffl offer e xuJe nt career p regression. 

Please apply, enclosing full CV and remuneration detafis to Samantha Camp or 
KateTojeiro at Jones Christopher Please quote KT4009 on til correspondence. 
Any CVs sent tfirectiy to WartdCom Advanced Networks wffl be forwarded 
to JonesChriscopher. j 


PJB Pubticatiau Ltd is a successful, well 
established publisher of raws and infonnatioe on 
international pharmaceutical aadheahbcart ■■ 
marixts. Tbe company’s headquarters arc in . 
Richmond upffli Thames, Surrey, with operations 
in the USA and Japan. The butinesa privately 
owned and makes abealtby profit 


are looking for someone with solid 
exjteaeaxofafl aspects of tbe finance 
EawitidqtttliMsaretheabfl^toma^ 

- people effectively and the wiffiifDesstotakea 
hands-on approach to tbe activities of the 
Finance Department r 


Tbe Head ofFmance is responsible to die 
Executive Chairman for all operational aspects of 
tbe FinanceDepaitmeat.Tlns indodes 
maintammg proper accounting records, system* 
and controls as well as preparing budgets and 
monthly management and annual statiSory 
accoants. Waiting withthe General Management 
providing an efficient aid effective service, you ' 
wiflbeak^mroibffoftbcsenkffmamgenient 
a^antribotiiigto 
business fiimng h financial management 
infbimatkELsystens andcontrok } 7 


SWEs aixl qtadifecaQOQ&rn^iHe± . 

* Graduate andfully qiialificd accountant 

• Mbrimam of 5 yeas post qualification 
ex perien ce 

•Abtetodemoostraicastroogsaccfesfiil 
opeotionalfockiecad : • 

» Fnapsir, i Ht H ie nl mil sdirabilr 

•AHe maimigmtaefloctivdywidi 
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Tones o Christopher 

■f RECRUITMENT CONSULTANTS 


Jones Christ^^j^^to Floor, Qieft Hall, 162-168 Rqgent Street, London WIR 5TB. 
Tel: +44 (0)171 306 3202 Fax: +44 (&) 1 7 1 734 6280 E-ma3z SarnCaiwp@Jones-Chr is topfier-co.uk 


Interested apitotts should apply in writing endoeng a fidl CV anil deads of cmnot 
rensioeratioa package to: 

Vicfy Brown, PJB PnWicationsjLtd, W20 HiURi^l&bnoafc - jffWt 

Surrey, TW1Q 6 UA. Cknangdaie ftr^pBations 7 ' • . WjfTfc 

RHyTIhAngnrt re98.fogviewiyijlbe heMtfaringAiJfflst > 


>nsLtd 


Retail Finance Manager 


FINANCIAL CONTROLLER 



= Has-s 


r. 


FINANCIA 


SOFTWARE I IT SERVICES 


North West Base 


Package c£50k + Car 


Our client a household name, is a large and 
profitable retailer with a dear vision of its future. 
Turnover and profitability have increased significantly 
within file space of a few years and further expansion 
and changes are planned. 


You will be joining a young and dynamic team who 
have already raised service levels within fire business 
and made a significant contribution to improving 
company performance. 


qualification experience gained with a major high street 
retailer or trader. Experience of rigorous financial 
controls, stocks, cash, retail acco un t in g and EPOS will be 
very familiar to you. As well as sound technical skills 
you will be determined and have strong man 
management skills enabling you to drive through 
projects and impr o v e ways of working. In addition your 
ambition and enthusiasm will supptemait first Haw; 
communication skills, professionalism and integrity. 


Reporting to file Head of Finance, you will be 
responsible for introducing new systems and working 
practices that improve accountancy procedures and 
result in a more effective financial service. Key emA* 
include reducing the accountancy timetable, delivering 
accurate results and improving efficiency across this 
important department. 


This is an i m p orta nt opportunity in a fast moving 
challenging sector and there is excellent long term career 
pote ntial 


You should be a qualified accountant - probably 
ACA, with a degree and ideally possess 5 years post- 


To apply please send your CV and remuneration 
d e t ails in confid en ce, quoting reference 7080, to Stuart 
Adamson FCA. or Phillip Johns BSc MEPD at Adamson 
8c Partners Limited, 10 Lisbon Square, Leeds LSI < T.V 
fax number 0133 242 0802. 


e-mail; sfaag tadaiiison Bidami OD xinn 


Adamson & Partners 


International Executive Search & Selection 



Our efient b a world leader In Hs chosen niche within this Cast growing, 
dynamic sector- Sacked by leading venture capitalists; -tire business is 
superbly positioned to double in stale ftiom its current 5 1 Qhv turnover in die 
next two years, and an IPO b envisaged within asfcniiar timescale. 


ROLE 


| I 
A 1 


Take full responsSMhy for fnantial reporting and control Provide strong, hands on, 
proactive, commercial input at both strategjcand operational levels. Lead the ongoing 
development of afl management information systems. Develop dose relationships with 
advisors, bankers and shareholders. 


QUALIFICATIONS 


L:; v. 1 


••a.r -M 





Robinson Keane 

SEARCH & SELECTION 


Mease send a fufl Curricuhmi Vitae to Robinson Keane, 1 W|| House, 
Dunham Road, Bowdoo, Cheshire, WA14 4QE quoting Reference 
RK2044. Tefepbooe 0161 929 9105. . 


? * *•* k *i 


Audit Co-ordinator 

Paris, France 


err. 




Pans, France Negotiable salary + benefits 

S1TA Is the world's leading provider of telecommunications and information solutions to the airtransport 
industry Serving more than 650 customers in 225 countries via the workfs largest, most advanced voice and 
data network, SHAs 1997 revenues exceeded US$1 biffion. Based in Paris and reporting to the Director of 
Accounting, the Audit Coordinator w3J take respons&ffity for the Integrity of data, and best practice In auditing 
worldwide. A strong performance in this rote will lead to opportunities for career development within the group. 

The role - The person 

• devise routines to analyse the effectiveness and • graduate qualified Chartered Accountant (any 


West 

Yorkshire 


Market Iratfng sutiidtay aC aa apndhg rid rifffla ht tap 25* PLC geeks' tsknied yoang 
pr fflesti o nri toleu^jp sustx, mtLderrfBp eant nfl . Itw u rr t fm ii. B fe y rate im-provlriop of etayice nd mfpart 
to badBeu wilhqperatkuKraniheOL - 

THEKOLK- ’ .■{! : ,Y‘ ..v'V; ;. 

• Rqxxt to the Fmaacc Dirtidtor and bc rcqxJtisibh: (oC a' team covering jhiawcMt accomfimg statutory 
rep orting, payroll and credit oogrroL / J 

d>e accounting service provided to the fmsnieri amt*. Wroadr strengthening developing 




dMV;,-.. 

^ ^ si . 


• Manage b udg e ti n g , tdannmy and fo re ciM t ing in a cc ardao oewith group and company pnlfcy. proced ures and 


accuracy of SITA's accountancy procedures 
worldwide 

recommend and fadirtate changes as appropriate 
to ensure compliance with best accounting 
practice ■' 

perfbmi fbllouiHip missions to overseas 
departments, ensuring compfete implementation 
of changes 

Balsa with Internal and External Auditors. 


country); at least 5 years’ pqe within foe accounting 

department of a large company or au<fit firm 

knowledge of USGAAP 

fluent English; working knowledge of French 

advantageous 

wiffing to travel worldwide 

enthusiastic team worker able to communicate 

confidently at afl levels . 


raEQUATOTCanONS . ■- ._••• 

Custmoer fo gared, cmcrgericrHid decisive tmfivkfoti With esccQcm and rdallanahqr bufidiag ability 


to pEogre« beytedfius rcAe> 


1 obvious ability 


• win ara txiema ' • proactive, tenacious and resull^ocfented. 

Please write enclosing cv, addressing each of the above pants and outlining cairrent remuneration, 
to Yolande Leroy-Evans. R^; SI2Sm£/FT Executive Search and Selection. PA Consulting Group, 
123 Buckingham Palace Road, London SW1W 8SR. Tat 0171-730 9000. Fax. 0171-333 5330 


c. £50,000. 
car. bonus, 
benefits 







Jb qppfc. phase, mite with a fidl Og ieudbttf ament sday mi quoting nf 10180 to 3>o^y AdZon or BHJC 
Nerard Roland; Corson Bouse, The Betdamods Estate, Boute Lane, Roundbey, Leeds, LS8 2LQ Telephone 
01132188000. Rat 0113 218 8020. E-oafr uddt@NBH*mMMBemxo*k . - 


Global Recruitment 


1T% Consulting 
J-Ta Group 


BRtSlOL ’ ; IHDS ‘ ’ 

0U7 9OA93M " Cl 13 21 8 8000 


Nev/ord Roland 


EXECUTIVE KCSOUKQiNC 


WARWICK 
0lto< 400778 


LONDON 

*M3288 
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Granada Business Technology 


Bedford 


c£40,000 
+ Car 
+ Benefits 


The Company 

Our clem ts a rapidly expanding marker leader in hotel and leisure technology, supplying and supporting 
products and system to a (Averse international customer base. They are an autonomous subscfiaiy of 
Granada Croup Pfc whose principal activities as a FTSE 100 lEted organisation are within the media, 
haspitaliiy and rental sectors. 

The Role 

To strengthen the business management team a crucial new appointment has been created to assume fifl 
re&pons&Hfty for the commercial planning environment Reporting to the Finance Director you wifi became 
an integral part of a small dynamic management team in a progressive company. The key objectives o( this 
role are to provide a framework to support management information requirements and to identify and 
implement best prance reiaung to the evaluation of buanea performance. 

■ To prepare and review business plans and where necessary assist colleagues in revising their plans to 
maximise profits 

• Perfumnhe recessary level of anatyss pro v iding the manaymem team iwtha dear view of business performance 

• Contribute to the commercial decision making process 

• Crarafy evaluate costs and busines processes to ensue they are effector effloert and that the service provided to 
the astcmtr is opomsed 

• Establish a framework of key performance indicators that support the strategic objectives of the 
organisation, monitor progress against these measurements and advise management of actions that 
should be taken as a result of such analyse 

The Appointee 

This unique commercial opportunity mil suit a graduate quaAhed CCAB accountant who possesses an 
analytical approach combined with an inquisitive and innouatre nature. Effective communication and 
presentation skifc are essential to liaise with aU levels of staff including senior management and the Board 
Directors Dpasure to the formulation of busness strategy and invotvement with business improvement 
initiatives is reqwed. You wiH thrive in a fast changing environment, leadng and motivating a team and 
maxrmrsmg your abrfrty to persuade and inffuence people. 

To apply please send your CV and current salary details to Hays Accountant 
Personnel. Greyfriars Chambers, Greyfriars. Bedford MKM 1HJ. Tel: 01234 214614. 
Fax: OJ 234 -214630. 
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With a successful track record and 
a turnover approaching £1 trillion, 
our diem is a recognised leader in 
Its extremely competitive market 
Highly acquisitive, their success is 
due to a commitment to the 
highest standards of customer 
service and excellence throughout 
their entire operations. 

The position will support the new 
Group Finance Director who is 
driving organisational change within 
the Finance Divisions to develop the 
Group as a highly commercial 
business, committed to the 
achievement of best practice. 

The emphasis of the role will be to 
maintain the professionalism, 
discipline, standards and controls 
within the Finance fimctfcm in the UK. 

In such a position, the 
responsibilities will inevitably be 
broad and include: 

» managing the Group functions of 
management and statutory 
reporting, treasury and taxation 
reporting, and busines 
procedures; 

• managing bank and other 
external advisor relationships; 

■ the determination of accounting 
policies and overseeing the 
production of all consolidated 
financial results; 

• ongoing financial planning and 

analysis; 

• management of the Finance 
team. 


An expert In financial reporting, 
you should be qualified, with a 
strong record of academic and 
professional achievement to date. 
Post-qualifying experience should 
have been gained within a large 
group or in a leading profesional 
firm, servicing major blue-chip 
clients. 

You will need tenacity and drive: the 
ability to work under your own 
initiative Is a pre-requisite. You must 
also be an accomplished man- 
manager and communicator, 
energetic and motivated by a broad 
brief. This is a superb opportunity to 
join a Senior Management team in a 
group with drive, dynamism, and 
excellent prospects. 

In the first Instance, please 
contact, in complete confidence, 
Jeremy Downes or Louise Allen on 
0118 939 1003. Alternatively, please 
send your fuB CV. including the 
details of your current rem un eration, 
to KW Harrison Wilfc. 

15 Station Road, Reading, 

Berics RG1 1LG- 
FtoC 0118 939 3331. 

E-maB: JenydoOhwgroup.com 
internet wwuthwqnxjp.com 


|_I\A/ 1 HARRISON 
MW I ^WILLIS 


Hgjjg Hays Accountancy 


BIRMINGHAM • BRISTOL • CARDIFF • CROYDON • DUBLIN • GUILDFORD • LEEDS 
LONDON • MANCHESTER • MIDDLESEX - NOTTINGHAM • READING - ST ALBANS 


Mvasmim pedr£ 


kersTrust 

l i * UY t s , -f \ jjjjg 

t EmtIU'mi Patka® 
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South East Surrey 


c£50..000 + car 
+ pension 
+ healthcare 


.«•** .«••• -- 


The Company 

Our dietit is a US multinational comm e r c i al trader, with a turnover of SI 5 btlhan. Their global success is 
attributed to the company philosophy that encourages working rehtionshfos that continually improve their 
busness process and the service die customer receives. Organic growth, acquisitions* strategic affiances, joint 
ventures and technological developments create a dynamic working atmosphere within pleasant and informal 
surrotntkigs. 

The Role ... 

Based at the UK/bitematxmal offices, you wi> report oSrectfy to the Vice President of Treasury in the USA. 
Managing a snail team you wifi be responsible for the international Treasury operation, overseeing dafly 
Treasury transactions and arrangng trade finance id support global sales. ResporaibftiB w# indude: 

■ Identification of. trade finance mechanisms 

• Maintenance of current banking relationships and development of new banking relationships 

• Participation in the negotiation of both short-tem and long-term credrt fadWes 

• Coordination of the preparation of monthly cash-flow forecasts 

• Assistance in the management of the group's nsk management programme 

The Appointee 

• Professcnafly quaSfied and technically competent, you can demonst ra te a successful career record and 
achievement in a sknflar role 

- An effective communicator, you have the presence and credbifty to present to high profile finance 
institutions. 

• CommerciaBy aware, you derive your experience from an international commercial trading environment 
and can achieve ewefcnce through the effective utflsation of resources. 

To apply please send your CV and current salary details to.Hays Executive. 256 High 
Street Guildford. Surrey. GUI 1YL. Tel: 01483 562940. Fa* 01483 531794. Closing 
-date for application is 3rd August 1998. 



Bes s 


STRATEGIC SEARCH & SELECTION 


The Company 

Moore Products is a world leader m the field of process control and instrumentation, assembling 
distributed control systems and safety critical systems for the power, chemical, pharmaceutical 
and oil and gas industries. With a group turnover in excess of £100 million and ambitious 
expansion plans the company continues to impress. As a result of this, the company is seeking 
* ® a mature and experienced accountant with first dass communication skills. 

Process Automation Solutions The Ro | fi 

This is a “No 1 “ finance role reporting to the Managing Director with significant secondary 
reporting to the USA parent company. In this rote on role you will have responsibility for the 
- UK operation and 2 continental subsidiaries. Key tasks will indude: 

• Maintenance of fiscal records and preparation of financial reports 

Somerset • Treasury management, internal accounting controls, cost accounting and budgetary control 

• Appraisal of company performance with regard to: cost, budget, polities of operations. 

!5 000 + Car financial trends and increased profit opportunities. 

The Appointee 

ate Health Care You will posses: ^ v-. *: v 

• Excellent interpersonal sfcite with a hands on approach 
n Contributory • Proven commercial acumen in a strong make to order/assembly environment 

• Experience of implementing/operating an integrated financial/manufacturing business system 

Pension • Highly ethical approach 

■ Significant costing knowledge 

• Overseas parent and subsidiary experience an advantage 

To apply please send your CV and currant salary details to Hays Accountancy Personnel, 
2 Southemhay West. Exeter EX1 1JG. Tel: 01392 412454. Fax: 01392 420067. 

Hays Havs Accountancy' Personnel 


Somerset 
£35,000 + Car 
+ Private Health Care 
+ Non Contributory 
Pension 


FINANCE 

DIRECTOR 

South Lincolnshire 


c£5 0.000 <St Car 
+ Benefits + Equity 


AMAHAM « BEASLEY ■ PRICE • MOBGAH 
FINANCIAL • RLLBUrrMENT •sPEUAUSIS 


THE COMPANY 

Empire World Trade Ltd is a specialist importer of fresh produce who hold a market leading 
position in the UK supplying the major food retailers. They have a reputation for excellence in terms 
of service and product sourcing from a world-wide supplier base. Having undergone an MBO in 
March 1997, they are investing substantial/ in the business and under the guidance of a dynamic 
mana g eme n t ream, they are enjoying an exdong period of growth and product development. 

THE OPPORTUNITY 

As part of die senior management ream you wS be expected to anpaa across the business, 
challenging accepted practices and provide innovative ideas and solutions to perceived problems. 
This will be achieved by the provision of enhanced management information, the implementation of 
improved IT systems and die improvement of internal procedures. 

THE CANDIDATE 

This is not a role for an Irxfividual tied to convention and routine. It requires a finance professional 
who can think and operate at a strategic level, yet communicate ideas succinctly and effectively. The 
successful candidate wll be able to display a career of achievement in environments where finantial 
(fisqtfaies and controls wot of inmost inqx>rtance. ft is considered essential drat you are well 
versed in the latest IT developments and possess a high regard for profitable business management 

Interested applicants should apply in writing (quoting ret B052) enclosing their CV together with 
current salary deeds to Rej Abraham ax ABPM. 7 Bdcn Chambers. Nottingham. NG I 2 NS. 

TekOI 15 958 5844, Roc 0115 985 9891. EmalabpinnocsgaoLcom 

Offices at Erminrium. Leeds, Manchester, Nottingham, Sheffield 


c. £40, 000 + Bonus + Benefits 


Industrial Products 


Gloucestershire 


Finance Director Designate 


This c £50 minion operating company is key within a major international business and is seeking to appoint an energetic and 
enterprising new Finance Director D e s ign a te . The Group is investing heavily to establish Itself as a morU-class manufacturer of high 
volume products, the consequence of which is a change programme offering a unique opportunity Jbr a dedicated Individual to make e 
significant impact on the commercial success and profitability of the business. The role tviO require a practical involvement in the running 

of the business, along with the rest of the Senior Team. 


THE ROLE 

■ Reporting to the Managing Director, 8 key 
member of the executive team with specific 
responsibility for supplying a comprehensive 
professional financial service. 

- Introduce an integrated and disciplined 
approach to the reporting of company 
performance and provide effective 
management information to facilitate business 
tracking and decision-making. 

• Input positively to the restructuring of the 
organisation and its information systems. Act as the 
finance interface in the communication of business 
progress to the executive team. 



THE CANDIDATE 

• Aged 35+ a qualified accountant with technical 
excellence gained from working for a quality 
manufacturing organisation serving competitive 
markets where product costing and profitability are 
critical 

• A definite 'hands on’ approach with well developed 
system skills are essential. 

- Commercial skills to contribute strategically to the 
development of the business as a whole. 

- Stature and leadership to mentor a small team. A 
champion of sustainable change, with resolve, drive 
and ambrtion. 

• Company secretarial experience would be useful. 


TONER 

GRAHAM 


Please reply with fuff details quoting reference "LEEXf ■ to: 
Toner Graham, 8 Imperial Square, Cheltenham, GLOS, GLSO 1QB 
Tat: 01242 227711 Fax: 01242 227766 
Email: tonar.grahamQbtintBnM.com 


Major Financial Services Group 
Finance Director 

South London • c£60 / 00G+Comprehensive Benefits 




Are you a qua li tied accountant." 

Use vour business skills for social objectives;' 


Finance Director 

£45,000 + Car + Benefits 

St. Maryiebone Housing Association, Northwest London 


FOwraenNiwn Maryfcbone is a charitable housing association providing 
2,000 affordable homes, some with care and support. 

' C" Founded over 70 years ago and with assets of over • 

. -.V £l50m St. 'Maryiebone is ambitious to provide . 

more homes and increase die range of services. 

fV.'U The finance Di recto C, assisted by five staff, is 

f U" responsible for all the accounting functions, treasury 

management and IT. 



If you think you could make a coquibuxion 
telephone 01 71 609 9491 or fox 0171 700 7599 or 
write to HACAS Ltd, United House, North Road, 
London N7 9DP 

HACASconsulting ' 


(Appointments] 

Advertising 


appeals in the 
UK edition every 
Wednesday & 
Thursday and in 
the International 
edition every 
Friday. 

For information 
on advertising in 
this section 
please call 

Keeley Pope on 
0171 873 4006 


Financial Times 


WALKER 

HAMILL 

103-105 Tc’i nyn Street 
El jnmeKs 
London SWIY cF.I- 

r ; : (' ; 7! 859 “S57 


The Company: 

• autonomous subsidiary of one of 
Europe's largest financial services 
groups 

• enjoys a market leading position as a 
successful provider of Unit Trusts and 
PEPs 

• has dramatically increased sales and 
is now poised to undertake 
substantial further expansion 

The Role: 

• has full responsibility for all financial 
matters 

• plays a key advisory cole in guiding 
the company towards continued 
profitable growth 

• operating at Board level, with 
significant involvement in broader 
commercial issues 

• requires the appointee to take 
ownership of numerous projects 
ranging from new systems 
development and fund launches to 
product pricing and costing initiatives 


The Candidate: 

• qualified accountant (ACA, ACMA, 
ACCA), probably aged 32-45 

■ de m o nst r a ble track record of success 
within a demanding, large company 
or group, ideally within the financial 
services industry 

• commercially and technically astute, 
with evident financial management 
and compliance skills 

• an experienced manager, with 
proven team skills 

• adaptable, creative and able to 
initiate and manage change 

• able to select, implement and 
develop information technology 
solutions 

The Rewards: 

• a competitive remuneration package, 
commensurate with experience 

• die op portunity to contribute to and 
benefit from the successful 
development of a c o mp any facing an 
exciting future 


Applicants should forward a CV, in strict confidence, to Guy Townsend or Nick 
Brown ACA, at Walker HamiU Executive Selection, quoting reference GT4706. 
Alternatively, immediate enquiries may be made to Guy Tbwnsend on 0171 839 
4444, or via e-mail; gtownsend@waIkephamilLco.uk 
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IT Appointments 


fv 

.V 


want to know why 
this is the 

perfect senior IT audit role 

for you? 


Senior VT Audit Manager 
Not ti ng ham 

Competitive salary + benefits 


some $14 Won behind us and almost 13 mUon 
customers to oumOc. 


FT IT 

Recruitment 
|appears each 
Wednesday 
in the UK 
edition, and 
each Friday 
in the 

international 

edition 


hfe not because you possess the 5 years' financial 
services experience vwe baton you'll need along 
with experience of Open Systems (UNIX), 
protect m—gement and/or new systems audting. 
where possible. 


Nnk* because of our commit ment to dw future. 
Because we>« one of the most uxcfcbfe original 
and dynamic or g a n isations to hft these shores In a 
long time. Because of our ptam to expand into 
Europe and beyond in the not too efisant future. 


Although they are definitely important. 


And because people Hke us need people fihe you 
to get where weVe going. And you need people 
Bhe us to get where you want to be. 


Nor is it your ab3hy to roondt and manage a 
high calibre team whose stamp wffl be sofld 
professionalism and enthusiasde collegiate 
support. Or your strong people skills. Impressive 
commu nicati on ability or sheer energy and drive 
which has a motivating effect on everyone 
around you. 


That's why this lead IT aueftt position - the d an ce 
to play your part In our growth as a key senior 
manager - is the perfect move fcr you. Not 
f u rgetdng the excellent rem un er a t i on package of 
course. 


AJthot^i again, they're absolutely vital quafities. 
Make no mistake. 


If you agree, write wMi fuB CV do; 
Carolyn Lycett, Capital One, 

18 Hanover Square, London WIR 9DA. 


And it's not because of your university degree 
either. Or your professionally recognised 
quotations. Not dot both aranTt equally 
i mportant. Neither is it because weVe one of the 
world's leading financial services b u sines s e s with 


Capital One, 


For more 
information 
on how to 
reach the 
top IT 

professionals 
in business 


Ibbotson 


+44 171 873 3351 



BRADY PLC 


Brady pic is one of the leading providers of trading and risk management solutions for the financial markets. We me now looking to consolidate 
our position through the recruitment of experienced and highly motivated individuals who are interested in working within this highly 
entrepreneurial and exciting marketplace. 

PROJECT MANAGERS - to provide vital pte-sale. implementation and post-sale support. Yon will need excellent verbal and written 
communication skills, nmncracy, IT experience and an understanding of financial markers. A successful hack record in managing complex 
implementation projects is essential, as is flexibility to undertake extensive travel to our clients worldwide. 

SOFTWARE DEVELOPMENT - positions are available for experienced and relevantly qualified applicants. Windows programming 
experience is essential in Visual Basic. C. or other high level language Knowledge of SQL and relational databases would be an advantage, as 
would a financial markets background. 

SALES & MARKETING ASSISTANT - a new career position with the opportunity fora creative and energetic indhridual to develop 
folly their skills and experience. Good commnnication skills are essential as are proven IT stalls and the motivation to make tilings happen. 

Brady pic is an IS09001 accredited company and is working towards Investors in People. ( 

We offer a competitive remuneration package based on skills and experience. 


INlflBWro Please forward a ewpntonalw CV with a covering letter, auflertingjuir currant nriary level to. 
Vanessa Marten, Personnel, Manager, Brady pic, Cambridge Science Park, Milton Rind, Cambridge. CB4 4WE, 
or telephone (#1223) 423250 if you would Eke to discass any portion farther. 

Fax (#12231 420302 Mnfl MHdMgfcwd ffk . f a nk wwwJmd jpkxovs 


WEB-BASED F/X DEVELOPERS 



HOUSE 


WIDEN PARTNERS LIMITED is a 
visionary US Bank Consulting orga- 
nization specializing In consulting 
services that support the dedsi on- 
makers of the financial community. 
Now is an Ideal time to join us in 
our newly opened office supporting 
the United Kingdom and Home 
Counties. 


Currently, we oiler excellent 
opportunities for astute, career- 
oriented professionals in London. 
Our clientele includes a Major 
International Money Center Bank 
who seeks US/UK based developers for a major technology initiative. WEB based 
internet development experience needed In the following disciplines: Java, C++. 
Corba, Orbix, Sun Solaris, UNIX NT. Financial and Trading Systems 
development such as Murex, Fenics, P&L calculation, Value to Markd. 


Come to our Open House. Be our guest Speak one-on-one with our Managers. B you 
have the skill set and desire to expand your career in a large $$ volume, high 
pressure, tracing devetopment environment, Holden Partners LTD. is the place to bo. 


For directions & more information, please 
call David Moyle at 01-71544-8991. 
If you're unable to attend, our doors 
are still open - just e-mail your C.V. 
to: statrtteeDIRCON.CG.inL 


OLDENI 


PARTNERS , 

Tnim >1 1 


PARTNER rOP a E7T c r» 3AN<IN 


Net.Works 


The FT FT 


Recruitment section 


tsaboavabfafe 
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GLOBAL INVESTMENT BANK 

FIXED INCOME AND CONVERTIBLE BONDS 
m SUPERB PACKAGES 


errr 


This is one of Europe’s and the world’s most 
successful banking institutions with a powerful 
global presence and a Strong reputation for 
leadership in financial product development and 
technical innovation. They are now seeking to 
recruit a talented quantitative analyst and a 
number of quantitative developers to further 
strengthen both their London trading activities 
and various new risk management initiatives. 
Both quantitative analysts and developers work 
together to develop, enhance and integrate trading 
and market risk models, libraries and strategies. 


degree. Yon should have a minimum of one year’s 
financial ex perienc e. For the developer po si t io ns a 
strong software engineering background is 
required. Successful candidates will haw» mullMit 
C/C++ and some of the following: VisnalC++, 
Visual Basic, Excel, Numerical Methods etc.. 
E n thusia sm will be a distinct advantage. ■ 

Remuneration packages are Buperb and include 
substantial bonuses and benefits and a review in . 
six months. 


You should boast an excellent science/ 
mathematics academic background including a 
lst/2.1 honours degree from a top-tier /m 
university and preferably a higher mki 


Millar Associates 


In the strictest confidaus, please said a full CV to 
Craig Millar a SheQey Ashton at Millar Associates. 
6 Sioane Street, Knightebridge. London SW1X 9LEL 
Please quote reference FT2207. 
A Tel: 0171 823 2222, Fax: 0171 823 2208. 
ran Email: millarBaeociatea@swLtelme.com 


INTERNATIONAL SEARCH & SELECTION 
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DERIVATIVES 
Analyst Developer 


qjjY £ 35 - 8^600 Basie* Benefits 

Due to rapid business expansion, our client a major European Investment Bar* is seeking to recruit key 
personnel to (i s F *s f with the development of systems for its FX Exotics Derivatives Business. . v - 

FX Options is one of the most profitable business units within its Glopal Markets divisipn. 
Development strategies encompass the creation of new Global Trading and Risk Management systems 

pom offices in London, {few York and the Far East. 

Working closely with the trading floor commimity based ia Lotutau, respoaaMitks wiB include: 

1. The provision of solutions to support the Risk Management F unctionaEty of FX Exotics Derivatives 

trading systems. . ‘ 

2. Business Problems Analysis and process flow streamlining. .. ■ 

3. Rapid application development and enhancements, including the addition of new Exotics products to 

the system- - - -- 

rsndiiiaiw win be coosidticd finom within and outside of the banking arena, with # subset of the 
following skiDset: 

1. Programming knowledge to include C++. NT. UNIX. Visual Basic or relational database experience. 
2. 1st Degree in either Science. Engineering , Mathematics or Computer Science. 

3. Front office derivatives knowledge. 

4. Trading and risk management systems experience. 


For more details contact 

Telephone: 0171 335 58W) 

Jonathan Leigh or Alex Blair 

XT - Fax: 0171 335 0008 


jf Email: jobs@huxlcy.co.uk 

Quote Job Ref: AB10. 


INVESTMENT BANKING . 

17 St Helen’s Place, London EC3A 6DE 


Fixed Income 

Outstanding IT Developers 


CD \rx 


City 


^Excellent + bonus + benefits 


Our client, a leading player in Foreign Exchxngp. Money Markets. Currency Options and tateretf.Rate Derivatives, is developing 
its Fixed hmdnang Their co mmitment is to FT systems -which build a competitive advantage for themselves and.* their 

custom e ra . They are now looking for exceptional developers with Fixed Income -business knowledge to holptbem deliver on this 
initiative and bring their slriDs to an already highly talented team. 


The role is to — 

- play a l ead ing highly risible rote with tbe Ml dmefepmeat. 
lifecycle and delivery of the Find Income elements of the 
Interest Rate Derivatives trading system, architected and 
boOt on C, Unix and Sybase tecfanology. 

* analyse user laqodreaerfx then to design, build, test end . 
docninant eflfec ti ve, robust q y a tema aotutfena and tools leg. 
pricing, risk en gi n e 1- 

• communicate ef fe ctively and positively with both trading end 
t e chnology groups m a global basis. 


You will— 

• have an established Fixed Inaame profile with nny experience of 
trading sys te ms and Interest Rate Derivatives an advantage. 

• be a proven C/Unix programmer with, ideally, an RDBMS 
background. Full Sybase training will be prnvidedif necessary 
sod individuate wifi benefit from exposure to the fidtowing: 
Pbwerbaildftr, Delphi, Corbe and Web basedLdevelojKnenls. 

■ have a foil life cy cle dc v tiopmcntbockgroiaod with proven and 
complementary skills in the delivery of. complex systems 

' atiutious (anajyris, design, tmpboMntatfan) 


For further details, please contact Kevin Davey or Leey Youg on 0171 800. 1404. Alternatively, -send your. 
CV. quoting reference KDFT600, to McGregor Boyall Associates, ll4 Middlesex Street, London B1 7JB- 
Fax: 0171 2477475. fcmib kdaveyOmcgrsgor-boyalLcoin or visit oar webtefie at wwwjncgrvfcorhoyalLctHn 


McGregor ■ Boyall 


Kn — A. !• •; iiiul'i'j'- -■ !• . li -r. :'or i . 1 1 '>l:irki>;> 


with us. 


I 


be 


valued. 




Consulting opportunities in JjXnandal Sector IT 


UK Based 


Competitive salary 
and flexible benefits 


KPMG is one of tte worid's feeding consafcaxB to the s™"™ 1 sector. Oar international 

rJipwf i fftti? aid rnmmemiil hflnk*, jggQ(8DClG« 

U*Sh&*aA capiml Wiwfa^ iBnppm, to investmos nmn^y niHif fifTiML 

Dramatic and o q ntinnirg cbmy: in omdknB' n Bnketp hi cecoDiinues to canae an ever- 
growing demand for oar consdhancy sendees. Vfe now need additional, gaduste-catibte 
e xprritnre d Tnftxnu tf io n tteclmotogy ConsnlligiB to help m grow our bmmeaa fiinfaer. 

Wseckcam&teMsedio have a at mnimn ofS yearn' experience wirim a major financial 
accaar osgantwriqn or s m^or sappfier of IT ar consnbancy services to tfaia scope Yob 
mast ham mood knowledge of loir such organisations operate. You win bane developed 
your nr knowledge flnougtranlL finance or operations related rote, haring bed 
expe rie nc e of nngring iw wrakfog an major IT projects. 

Within thttovaall context your e x p er ien c e might be in spy of the following:' 

■ progrannD^projeci.T«siigcment 

• IT snategy snd jmp ls jn sjmii l nn 

• trading todrisk systems 
« <fen mn dwam g _ 

• cfecmsric co mm erce 

• rendl HIM, dmnris 


means business 


We offer excellent opportunities to broaden and develop your career through woridng in 
umM-di ii c ipfin a i y Beans. Our consultants me UK baaed, but o pp ort u n iti es ffar 
inaBmiBamri travel arise fiegnentty 1 through onr wort: far ^obal dSems. 

Ffew apply te writing with fbfl emtr and salary details, quoting ref: TK4H to: 
Pwrid Jsmes or Csrnle Wradwi, Ttoe DP nrnwp, a Hghring pto BCm», 

I_7 Fulhsui High Street, London SW6 ilBL TWcpiuHie: #171 4«0 7J90. 

Fuc 9X71 4S§ 9136. B-bmU: tbedpgpoap&uLtpm ' / 


Are you uilorcsiod in jcir.mr, 3 nnilti-nntioi 
S.A. i SIE -. established in Athens. Greece. 
satcli’tO’buscd on rir. information and dedv 
■ hot will cover I he following positions: 


he! is revolutionizing the GIS industry? Space Imaging Europe 
ic a global information network to support its high resolution 
iuers. SIE requires high caliber and seif motivated individuals 


Taskmg Controller (SO-9801) . 

Responsitite for afl sateffite tasking operations foduding real- • 
time data collection and mission operation management 
Minimum 5 years experience in remote sensing satellite 
operations required. Candidates must have a MS in 
Engineering, Math or Physics. • T - 


Production Specuust (SO-9813) 

{BS -degree in Remote Sensing or related field, extensive 
experience in MlS.CS or. related field) , . . 


System Admn b tr at o h (SO-9803) 

Responsible system and operation softwSre, servers, dsk 
arrays; workstations and pwipheral'ecpjipmerrL TWtnmhjm 5 
years experience ift System Mrimu sb aS on, UNIX. (SGf, HP) 
C/C ++ required. Knowledge in -Nehivbric Management and - 
RDBMSs is highly desirable. Candidates to have MS hi 
Computer Science, Engineering. Math .or MfSr-retetedfiekL 


Media Cu=hk (SO-9820) 

(Technicar degree in a computer technology or related field) 

. Please send your CV hi confidence to: 
Space Inragfog &jrope 
5 EiythrouStavnu Street; ... . 


151 23 MapusL GREECE 
or www: sf-eu.com 


For moriadetatis concerning the above positions visit our web 


Customer Service REPflEssn*nvE (SO-9808) ! . 
(BS degree in MIS or related field) 1 


Product Order Managsi (SO-9812) 

(BS degree in -Remote- Sensing. Photogramraetry, 
Cartography or- ntabbd field) } • . . - ' 
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Monsanto earnings held back 
by acquisitions and spending 

The acquisition programme being pursued by 
Monsanto, and sharply increased spending on new 
products, continued to hofcJ back its short-term 
earnings growth. The US fife sciences group saw 
^significantly Increased" sales of apteutturai prod- 
ucts. But earnings wore held back by a $200m 
increase In “growth" spending. Page 21 

ICICI plans push into retail services 

^ Industrial Credit and investment Corporation, 
ft India's second biggest financial Institution, plans a 
big push into retail financial services, which could 
complete the transformation of the prefect finance 
tender into a universal bank. Page 20 

Indonesian shares give back gains 

........ Indonesia's stock market 

- continued to give back 
soma of the recent 20 

?2!&Si5&£x:L'«i i P®* 1 e« gains. Although 
j.v° * L jL 1 * •• the rally has partly been 

luA supported by signs that 

**»> /r \, -T ' President BJ. Habibie 
C.40P J ■ r has consolidated tvs 

-; /if Tr hold on power and 

■S 8 ®* obtained support from 

Z- jLJi ■ L 'va 1 ;- I* 10 International Mone- 
tary Ftmd, traders atirl- 
bate the market’s rise to 
speculative buying and external factors rather than 
ft signs of a real economic recovery. Page 36 

Diamond miners tom to Mauritania 

Diamond miners are finefing fresh prospects in 
Mauritania. Whereas most kimberlite deposits - 
from where the big diamond mines recover the 
gems - are buried by up to 60 metres of sand, 
many in Mauritania are on the surfaca Page 26 

Technology reduces property costs 

0oirenercial property market customers are 
achieving profitability by matching accommodation 
provision to core busfoess needs. Lower rent is 
less important as new technologies and knproved 
connectivity contribute to reducing occupancy 
ebsts. Property Column, Page 20 

Defence shake-up helps Paris stocks 

pan-European equity Indices were pushed tower 
by Japanese credit worries end poor earnings 
. reports from leading companies. But a big 
%\ shake-up In the French defence sector boosted 
" stock prices in Paris, which helped to keep index 
fosses retetiveJy modest Page 23 

Copper talks may have resumed 

Talks are thought to have resumed between some 
of the parties over the aborted sale of Zambia's 
two most Important copper mines. Page 26 

Ritoro exchange laces challenger 

Malaysia's futures exchange is likely to lose busi- 
ness Wien Singapore introduces a futures contract 
based on the performance of shares traded on the 
Kuala Lumpur Stock Exchange. Page 24 
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Oil groups seal $lbn asset swap 


By Robert Cortina In London 

Royal Dutch/Shell, the 
Anglo- Dutch oil group, and 
Occidental of the US yesterday 
completed a $lbn global asset 
swap, the biggest such transac- 
tion yet seen in' the interna- 
tional ofl industry. 

The competitive swap 
arrangement - organised 
along the lines of a cash auc- 
tion but with bids made in 
assets instead - could herald a 
wave of similar deals, accord- 
ing to bankers. Big oil compa- 
nies are seeking new ways to 
adjust their asset portfolios at 
a time when asset sales for 
cash have been depressed by 
low crude prices. 

In a complex deal covering 

BMW net 
profits rise 
but shares 
fall 6% on 
Rover fears 

By &aham Bmriey in Frankfort 

BMW, the German luxury 
carmaker, yesterday reported a 
rise in net profits of 17 per 
emit to DM5 2 Zzn ((287m) in the 
first half of this year, but its 
shares fell over fears about the 
health of Rover, its UK subsid- 
iary. 

The strong results - in line 
with market expectations - 
underlined the continued 
healthy growth at the German 
parent group. Total group 
sales rose 6.3 per cent to 
DM31bn in the first six 
months. 

But BMW shares fell yester- 
day by more than 6 per cent, 
tumbling DM115 to close at 
DM1,705. This reflected a gen- 
eral decline in automotive 
stocks in Germany, but there 
were also concerns that 
Rover's problems went beyond 
i the strength of the pound. 

BMW vowed that despite the 
damag in g effect on Rover of 
the strength of sterling, 
profits, sales and production in 
the BMW group as a whole 
this year would exceed last 
year’s recant levels. Last year, 
BMW made net profit of 
i DM1.25bn. a rise of 52 per cent, 
and had sales of DMBOJta. Car 
output rose 4 per cent to 1.2m 
units. 

The German group said the 
pound's strength was under- 
mining Rover's competitive- 
ness, wiping hundreds of 

mllTinns of pounds off annual 
revenues because its cars were 
1 around 30 per cent more 

BHjV . 

Shore files (DM)' - 
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expensive than non-UK-based 
rivals. “Our competitors have 
a 30-40 per cent leeway on 
their pricing," a Rover spokes- 
man said. 

Despite the pound's 
strength, BMW said the num- 
ber of Rover cars being 
exported from the UK rose 
6 per cent to around 148,000 in 
the first six months, when the 
em p pany was hedged against 
currency movements. 

BMW vowed to take mea- 
sures to share up Rover, which 
it bought in 1994 but which is 
still lossmaking. It said it 
would cut 1,500 jobs from 
Rover’s 40,000 UK workforce, 

! introduce a four-day week at 
its Birmingham and Oxford 
plants, and use more overseas 
supplies to cut costs. 

BMW officials conceded ear- 
lier this year that they did not 
expect to make a profit at 
Rover at least until 2000. 

BMW suffered another blow 
last month when it lost out in 
the battle to buy Rolls-Royce 
Motor Cars. After a protracted 
bidding battle, the UK luxury 
carmaker was sold to rival 
German car company Volks- 
wagen. dealing a setback to 
BMW’s ambitions to expand 
quickly in the top end of the 
luxury car market 

However, BMW elsewhere is 
prospering. Its “3-series" car 
model, launched this year, has 
proved popular. 

Rover's rough ride, Page 7 


Shell deal with Occidental may herald similar accords 


four countries. Shell agreed to 
transfer to Occidental its 
onshore oil assets In Colombia 
and all its oil holdings in 
Yemen. The Los Angeles-based 
group already has a stake in 
the main assets being traded 
in both countries; the Cano 
T .im nw field in Colombia and 
Yemen's Block. 

In exchange Shell win take 
over Occidental's natural gas 
reserves in the Philippines and 
Malaysia, in which it too has 
existing stakes. The deal win 
give Shell 100 per cent of the 
offshore SC-38 concession in 
the Philippines, which 
Includes the Camago/Malam- 


-■m m 


paya gas discoveries, which 
are the subject of a $2bn Shell- 
operated development Output 
from the fields will supply 
onshore power plants. 

In Malaysia Shell will 
assume Occidental's 37.5 per 
cent stake in the SK8 block, 
the gas from which is to be 
used in the country's thir d 
liquefied natural gas project 
(MLNG Tiga) in which Shell 
has a 10 per cent stake. Shell 
wfl] also take over Occidental's 
20 per cent holding in that 
project 

“Basically shell has traded 
current oil production in 
mature areas for long-term gas 


reserves in Asia.” said a 
banker involved in the trans- 
action. 

Phil Watts, Shell’s managing 
director, described the deal as 
“a bold move towards a more 
active management or Shell's 
global portfolio". 

That suggests that Shell is 
likely to consider more such 
deals, say its advisers, espe- 
cially as the company, which 
still has a multi-billion dollar 
cash hoard, does not need 
additional cash. 

The swap also suggests that 
Shell is starting to focus on 
areas where it sees long-term 
growth potential, and in which 


it can build a business that is 
large enough to be material to 
such a big company. 

Occidental, which last year 
bought the Elk Hills Naval 
Petroleum Reserve in Calif- 
ornia for 33. 65 bn in the biggest 
ever sale of US government 
property, has been keen to 
reduce its debt 

Dresdner Kleinwort Benson, 
which advised Shell on the 
deal, said the competitive asset 
auction was completed within 
six months. That is seen as 
speedy in the oil industry, 
where exclusive swaps can 
often take a year or more to 
complete. 

Lasnm set to sell Colombian 
assets, Page 22 
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Uffe assurance: New Uffe cha ir ma n Brian WKamson aims to convert the exchange from an 'institution into a business' 


Picture: Co6n Beere 


Liffe chief signals sweeping review 


By Edward Locein Laudou 

Brian Williamson, the new 
rihaimutn of the London Inter- 
national Financial Futures and 
Options Exchange, yesterday 
said he would complete a 
sweeping review of the 
exchange’s strategy by the end 
of September. He said radical 
change, possibly including a 
stock exchange listing, was 
likely. 

Mr Williamson, who was 
appointed the exchange's first 
full-time dairman last Tues- 
day, said the review would aim 
at converting Uffe from an 
“institution Into a business". 

It would focus on the views 
of the exchange's 15 to 20 larg- 


est clients, including the big 
investment banks, such as 
Salomon Smith Barney and 
Goldman Sachs, and the lead- 
ing brokerage houses. 

“Without the market we are 
nothing,” BA* Williamson said. 
“Liffe exists to serve the mar- 
ket and if we don’t do what the 
market wants us to do then we 
are dead." 

Mr Williamson, who steps 
down as chairman of Gerrard. 
the money market trading 
house, in the next few days, 
said he did not intend the 
review to be “disruptive" but 
conceded that “radical 
change" was a fftelihood- 

Tbe review comes six weeks 
after Liffe's 215 members voted 


by a 98 per cent majority to 
implement a series of unprece- 
dented reforms. 

These reforms, which 
included the introduction of 
day-time electronic trading 
and the conversion of Uffe 
into a profit-seeking company, 
were prompted by the unex- 
pectedly fierce challenge from 
the Deutsche TerminbOrse, 
Liffe's Frankfurt-based rival, 
over the last 12 months. 

Mr W illiams on said the era 
of reform at Liffe was only half 
complete. The process could 
eventually result in a flotation, 
he said. “Liffe is a business 
and it should at the very least 
act as if it were a listed com- 
pany,” he added. 


Mr Williamson would not 
comment on a suggestion 
made earlier this week by Rolf 
Breuer, the Deutsche BQrse 
chairman, that liffe and DTB 
should pursue a tie-up. 

“The most important people 
to consult are in the markets." 
he said. “The heads of other 
exchanges come very low 
down on my list of priorities.” 

On electronic trading, Mr 
Williamson said he would look 
at whether it was feasible to 
introduce Liffe's new daytime 
screen-trading system before 
mid-1999 when it was sched- 
uled to be made available for 
all contracts. 
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Hitachi 
Asia seeks 
to raise 
$800m 

By Khazem Merchant in Tokyo 

Hitachi Asia, the Singapore- 
based arm of the Japanese 
electronics group, plans to 
raise USSSOOm in a corporate 
bond issue aimed at European 
and Asian investors. 

The move reflects the credit 
crunch in Japan which is 
forcing companies to bypass 
troubled local banks in favour 
of the domestic bond market 
in their search for fttnds. 

Details of Hitachi's proposed 
issue, such as the terms and 
the lead broker, have not been 
finalised, but the company 
said the bulk of the placement 
would be with European inves- 
tors and the rest frith Asian 
investors. 

This is the first time that 
Hitachi Asia, which oversees 
the group's south-east Asian 
operations, has sought to tap 
investors via a corporate bond 
issued outside of Japan. 

Hitachi Asia said it would 
issue medium-term notes with 
maturities of less than 10 
years. “The fund would be 
used as working capital," it 
said. 

The company said the credit 
crunch in Japan was one 
factor behind its decision. "We 
also want to keep flexible in 
terms of our [source of] fend- 
ing. The current low yields 
from bond markets makes the 
capital market less expensive 
as a means of raising finance 
than borrowing from banks." 

Analysts in Tokyo said the 
company's initiative was an 
attempt to “kick start its medi- 
um-term notes programme". 

Many Japanese companies 
are attempting to diversify 
their sources of borrowing 
away from the troubled bank- 
ing sector in Tokyo, which lies 
at the heart of the country’s 
economic woes. 

"Corporates have to widen 
their funding source. They 
can’t rely on one or two house 
banks. Hitachi’s move is part 
of this trend," said Stefan 
Huber, director of origination 
and structural finance at 
HSBC in Tokyo. 

Japanese companies' 
increasing appeal to domestic 
capital markets is paralleled 
by a steep fell in bank lending 
to companies. This fell in the 
March quarter by Y2,000bn 
($l4bn) as banks raised their 
capital adequacy ratios and 
tried to remove problem loans 
from their books. Total corpo- 
rate bond issues in Japan in 
the financial year to March are 
forecast to top last year's 
record YSHOObo. 


Blow for Caracas 
as aluminium 
sell-off collapses 


By Raymond Co8S ta Caracas 

The Venezuelan gove rnment 's 
privatisation programme suf- 
fered a blow yesterday when 
the sale of its aluminium com- 
plex fell through for the sec- 
ond ttmB in four months amid 
chaotic scenes at the auction 
site. 

Hundreds of public officials 
and investors gathered to wit- 
ness what was expected to be 
the forma] presentation of a 
S1.55bn bid by a consortium 
made up of Billiton of the UK, 
Kaiser Al uminum of the US 
and a local aluminium proces- 
sor for the Venezuelan Alu- 
minium Corporation. They 
were stunned when the consor- 
tium fefied to turn up. 

Instead a group of casually- 
dressed VAC workers burst 
out of the audience to pres en t 
the authorities with a bid of 
$L6bn, claiming the financial 
backing of Equity Manage- 
ment Partners, an investment 

hank 

But the government privati- 
sation agency, FIV, said the 
workers had not qualified to 
bid and refused to consider 
their offer. In the confusion 
that followed, VAC officials 
and workers representatives 
traded insults before the meet- 
ing broke up. 

Billiton said in a statement 
issued in London that its con- 
sortium — the only qualified 
bidder - had been “unable to 
complete the necessary consor- 
tium arrangements in advance 
of tht» deadline for submission 
of a bid". 

Alberto Poletto, head of the 
FIV. said: "They informed us 
of their decision only minutes 
before the official tender. They 


apparently could not agree on 
the share each partner would 
have in the venture." 

The collapse of the bidding 
comes as the government is 
battling against a serious 
financial crisis brought about 
by a shortfall in oil revenue 
and political uncertainty. 

Failure of the privatisation 
could affect VAC’S ability to 
meet its supply contracts, 
according to some observers. 
At least two production lines 
with a 60.000 tonne a year out- 
put in one smelter are on the 
verge of collapse, said Martin 
Schfiffel, head of the alumin- 
ium processors' association in 
Caracas. 

With a capacity of 630,000 
tonnes per year, VAC accounts 
for roughly 4 p er cent of world 
production and boasts some of 
the industry's lowest energy 
and mineral costs. 

A previous sale attempt 
failed in March after three 
international consortia with- 
drew successively, citing rising 
labour costs, a high base price 
(S2.1bn) and uncertainty over 
contractual terms. 

While Mr Poletto admitted a 
setback, he refused to accept 
responsibility for the repeated 
failures. 

But AlCredo Rivas, the presi- 
dent of VAC. admitted that the ■ 
initial contractual terms in i 
March had been too optimistic. | 

He said the drop in world 
al uminium prices also influ- 
enced the privatisation nega- 
tively. 

Under ffnanniaT pressure to 
sell the indebted, and loss- 
making company the govern- 
ment had lowered the base 
price and revised sense of the 
contract terms. 


Dresdner Kleinwort Benson 

arranged and underwrote 
Banking Facilities of 

£51,000,000 

to support the acquisition 
and development of 

Triplex Limited 
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COHSUMER E LECTRONICS EROSION IN PRICES FOR DUTCH GROUPS PRODUCTS FAI L S TO H ALT EARNINGS GROWTH ' 

Philips up 36.2% despite Asia downturn 


By Gorton Cramb 
ta Amsterdam 


Philips, Europe's largest 
consumer electronics group, 
yesterday produced a further 
earnings improvement In 
spite of deepening economic 
woes in Asia and further ero- 
sion in prices for its 
products. 

Price erosion in the first 
half grew to 8 per cent from 
6 per cent in the same period 
of 1997. However, net profits 
from ordinary operations 
were 36.2 per t ent high er at 
FI l-57bn (8778m) _as the 
Dutch group lifted revenues 


7.1 per cent to FI 35.76bn_ 

Sales in the five worst 
affected south-east Asian 
countries were down by 
onenquarter In guilder terms, 
and across the region growth 
decelerated iu the latest 
three months. Interim oper- 
ating profits from 
Asia-Pacific fell 18.1 per cent 
to FI 515m. 

Including a slide into loss 
at PolyGram, the entertain- 
ment subsidiary being sold 
to Seagram of Canada, 
income from all operations 
slipped 7.7 per cent to 
FlLS4bn. 

PolyGram was consoli- 


dated In the figures only for 
the first five months, while 
costs of the S10.4bn Seagram 
deal are to be charged only 
on completion. 

Jan Hommen, finance 
director, said yesterday this 
was expected in the fourth 
quarter. 

Mr Hommen said proceeds 
fro m the sale of Philips' 75 
per cent stake could be used 
in various ways, including 
share buy-backs or acquisi- 
tions to plug holes hi its 
portfolio. 

He said he would, how- 
ever, view with caution any 
proposed purchase of more 


than FI ibn nbnari at adding 
an entire sector to 
operations. 

He also ruled out any 
grander initiative which 
would change the nature of 
the company, such as a 
merger with a competitor. 
“Forget it We are not really 
interested in these types of 
things," he said. 

Recent speculation has 
included a possible joining of 
forces with a similar-sized 
foreign group such as Moto- 
rola, which might give Phil- 
ips the market power it stfil 
lacks in mobile phones. 

Mr Hommen said the 


group's market share of 
nearly 7 per cent, includi n g 
fixed-wire handsets, had 
to grow "by a number of 
percentage points" before 
the consumer communica- 
tions division became 

profitable. 

• Losses mi phones of about 
FI 250m in the first quarter 
had been reduced in the lat- 
est three months, he added. 
But the unit, put last year 
into a joint venture with 
Lucent of the US, was 
largely responsible Tor a 
jaflapse In operating profits 
across all its consumer prod- 
uct activities. 


These stood at just FI 7m 
for flie six months, against 
year-earlier figure, adjusted 
for disposals and currency 
movements, of Fl 214m. 

1 nice erosion was’ felt 
telephony, monitor screens 
and semiconductors. Philips 
this week signalled price 
cuts in order to Increase Its 
position in 16-bit integrated 
circuits for use in electronics 
products. 

It is benefiting from plants 
running close ■ to . capacity, 
and has been stalling 
a decision on its next 
fabrication site for silicon 
wafers. 


Former UBS 
chief to lead 
ING Barings 


By Clay Hank, 

Banking Correspondent 

ING Barings, the Dutch- 
owned investment bank, yes- 
terday named David Robins, 
fanner head of Union Bank 
of Switzerland in the UK, as 
its new chief executive. 

Malcolm Le May. former 
head of European invest- 
ment banking at UBS, where 
he was Mr Robins' deputy, is 
to become Barings' global 
head of corporate and insti- 
tutional finance. 

The high-profile appoint- 
ments mark an effort to 
stem a recent crisis of confi- 
dence at Barings, which ING 
Group bought in 19% after 
the collapse caused by Nick 
Leeson's trading. 

The announcement also 
ends speculation over the 
future of Mr Robins, who 
was European chief operat- 
ing officer for UBS before its 
merger with Swiss Bank 
Corporation, but did not join 
the SBC-dominated Warburg 
Dfilon Read subsidiary. 


At ING Barings, Mr Robins 
replaces Arjun Mathrani, 
who resigned in May after 
only five months in the 
job, following a clash over 
the bank's European strat- 
egy. ING Barings has also 
been hit by a 9tring of 
high-level defections in 
recent months. 

Yesterday's announcement 
did not address whether or 
how the issue over European 
structure, complicated by 
ING's acquisition of Banque 
Bruxelles Lambert, had been 

resolved. 

But Marinus Minderhoud, 
chairman and acting chief 
executive of ING Barings, 
and a member of the parent 
company’s board, said Mr 
Robins had a “full mandate 
to further develop and 
strengthen our global corpo- 
rate and investment h anking 
business". ING also owns 
Furman Selz, the US invest- 
ment bank. 

Another hint that the new 
team has been given a firmer 
grip on the reins «mn> in the 



David Robins: announcement ends speculation av«r hta future 


emphasis on the “global" 
nature of Mr Le May's role 
in corporate finance. His 
global counterpart in equi- 
ties Is Jeremy Palmer, who 
will retain the corporate 
finance portfolio until Mr Le 
May arrives. 

“It’s a great challenge," Mr 
Robins said yesterday. ING 
is a tremendously strong 
operation. It is generating 
great profits in retail bank- 
ing and insurance, and 


investment hanking needs to 
be built up into something 
equally as strong:” He is due 
to begin work on October 1. 

As co-head of European 

corporate finance at WDR, 
Mr Le May was one of the 
few senior ex-UBS invest- 
ment bankers to stay after 
the SBC merger, which took 
effect last month. Robot Gil- 
lespie takes over full respon- 
sibility for European corpo- 
rate finance at WDR. 


ABB rises 13% 
but warns of 
fall in orders 


By YH&am ttaB ta Dafeb 


BUY IT! 

Recycled newspapers and magazines 

READ IT! 

made up over 40% of the raw material 

RECYCLE IT! 

used in UK newspapers in 1997. 


TO FIND OUT HOW YOU CAN HELP RECYCLE: 


DIAL THE 

FAX BACK NUMBER 

0660 616233 

0660 calls cost 49p per 
minute at all times 



OR WRITE TO: 

1 RIVEN HALL ROAD. 
WESTLEA, 

SWINDON, SN5 7BD 
TELEPHONE: 01793 879229 
FAX: 01793 886182 


NEW3MPBB SUPPORT 
RECTCLHG 


bawd by ihe NEWSPRINT lc NEWSPAPER INDUSTRY ENVIRONMENTAL ACTION CROUP 


ABB, the international 
electrical en gi neering con- 
glomerate. yesterday 
reported a 13 per cent rise in 
net income, to 8638m, but 
warned that it could no lon- 
ger count on order grow t h in 
the rest of the world to offset 
the downturn in Asia. 

The profits Improvement 
was attributed primarily to 
lower interest charges and 

fetypg — p p ere li pg flamlng t 

after depreciation were 
unchanged at gLGSbn. 

In local currency terms, 
earnings rose 5 per cent, rev- 
enues were unchanged at 
operating margins 
rose from 69 per cent to 7.2 
per cent, and return an capi- 
tal employed dhnbed from 
17.8 per cent to 19.1 per cent 

ABB’s profits were in line 
with analysts’ expectations, 
but the shares dipped SFi29 
to SFT2J268 after the group 
disclosed that its firet-half 
order intake fell 5 per cent to 
$l<L5bn. 

Allowing far disposals and 
acquisitions, order volume 
was 3 per cent higher, but 
the figures were weaker 
than many analysts had 
expected, given the strong 
first-quarter order intake. 

Gfirah Lindhal, who took 
over as ABB chief executive 
at the start of 1997, wants to 
boost ABB's annual reve- 
nues from the mid-$30bn 
level to $50bn by 2001. How- 
ever, yesterday’s results con- 
firmed analysts' concerns 
that ABB is having more 
success f n i ti n g costs than 
boosting its revmme base. 

In tiie first quarter. ABB 


noted that growth in emerg- 
ing markets, especially the 
Middle East and. Latin Amer- 
ica, more than compensated 
for lower demand in Asia. 
However, ABB's Asian reve- 
nues fell 20 per cent in the 
first half, to $2.1bni ABB 
says higher demand in other 
parts of the world will only 
help to. compensate for lower 

Awnand in Asia 

ABB’s performance in 
Aria, where it employs more 
than 30,000, will be seenas a 
barometer for the fortunes of 
other international engineer- 
ing companies active in the 
region. Increased political 
uncertainties and financial 
turbulence have hit demand, 
and contracts are taking lon- 
ger to finalise. 

ABB had been building up 
its low-cost Asms manufac 
taring base to take advan- 
tage ■ of increased export 
opportunities. But the com- 
pany said that increased 
export 1 demand Is not yet 
compensating for the down- 
turn in local infrastructure 
projects. 

Despite the gloomy order 
outlook, ABB expects its 
profits to increase in 1998, 
helped by a substantial 
recovery in the earnings of 
its power generation busi- 
ness. Earnings ; in power 
transmission, and industrial 
and bonding systems, which 
together ' contributed 13 
times more profit than 
power generation in 1997, are 
also expected .to be higher. 

However, Adtranz. the rail 
venture with Daimler-Benz, 
continued to lose money and 
is not PTpwntPd fo: make a 
profit until next year. 


BBV dismisses 
merger talk 


By Tom Bums ta Matbid 

Banco Bilbao Vizcaya. 
Spain’s largest banking 
group by market capitalisa- 
tion, yesterday quashed mar- 
ket rumours that it planned 
to merge with the rival 
Banco Santander or any 
other domestic institution. 

“We have no [merger] 
operation in Tnrnri and none 
projected, with Santander or 
with anyone.* Emilio 
Ybarra, chairman , said. 

Santander has repeatedly 
said further franking concen- 
tration in Spain is unneces- 
sary. It has also denied in 
recent days th at it was inter- 
ested in an arrangement 
with BBV. 

BBV lifted its first-half 
attributable net profits 28J. 
per cent to Pta74Jibn 
(8489m), in line with market 
forecasts. In its first quarter 
the group bad reported a 
similar Inr-m-ng rise and Mr 
Ybarra said he expected 
year-end profits of around 
Ptaisobn. 

A 26 per cent increase In 
net interest income, to 
Pta334.7bn, fuelled by high 
marg ins in the group's Latin 
American subsidiaries, and a 
6L3 per cent increase in fee 
commissions to Ptal50.5bn 


comfortably offset the cost of 
thfr bank's American 

expansi on. Overall operating 
costs were up 32£ per cent 
to Pta280.3bn > and net loan 
provisioning totalled. 
PtafS^bn. up 129.3 per cent 
an the first half of 1997. 

Mr Ybarra said BBV would 
complete its strategic posi- 
tioning in Latin America in 
September, with final agree- 
ments to purchase control- 
ling stakes in Chile’s Ranm 
BHIF and in Brazil's Banco 
Excel Economico. 

BBV had agreed to pay 
8450m for 55 per cent of 
Excel Economico, which is 
ranked fifth In Brazil' in 
terms of loans and ei gh th in 
terms of deposits. However, 
the price Is understood to 
have been considerably 
reduced following examina- 
tion of the balance sheet 

BBV will now ..plough 
about 8860m into the Brazil- 
ian bank to cover its recapi- 
talisation and expansion 
under BBV management, as 
well as the equity purchase. 

In Europe, Mr Ybarra said 
the situation “remained 
Quid" pending talks with 
Italy's regulators on BBVs 
plans fo acquire a stake of 
up to 10 per cent in Banco 
Nazionale del Lavoro. 



NEWS DIGESTS 


CHIPMAiONGEQffiPMENT 


Gloomy forecast sparks 1 1 % 
fall in ASML share price 

Shares ft ASM Lithography fefl mors than 11 percent 
yaeterday as the Dutch producer of re mi conduotar manufac- 
torir^ equipment reveaied a totaling order book and added a 
bleaker note to a profits warning Issued last month The back- 
log of orders for Os wafer.. stepper* - which etch circuit pat- 
terns on the.$»#con wafers from which chips are honed - 
stood at R 1bn($495m) at toe end of June, down from 
FI I.Bbn six months barter. 

- The company, which co m petes mairVy wtthJffltorrand 
Canon of. Japan, reported first-half net profit* of R 140m. 
These compiled with FI 147m in the same' period of 1997, ■ 
which Included an extraonfirary grin off! 31-.ini But only 31 
orders were recorded; compared wfth 136 previously. 

Wfflam Maris, cha i rm an , said that fuB-yaar earrings were 
"expected to be sub s t a n tial ly beicrw 1997 larvate*. Previously 
he had lncflcaifld only that it would net match foe Fl 297.9m - 
earned that year, when 2l1 unite ware sold. 

ASML ta fraering operattag expenses but maintrining 
research end dewetopment as WeR as capital spending .on new 
fadfitiee. The shares ended R7.10 lower at R 58.50, having 
staged a partial recovery since toe Aslan economic downturn 
prompted toe mkWune warning. They have lost 46.7 per cant 
since their peak test September. Gordon Crumb, Amster da m 

DAIMLER/CHRYSLHl 


Brussels approves merger 

The European Co mm ission yesterday dearad.the planned 
$40bn merger of carmakers Daimler-Benz of Germany and 
Chtysler of the US. Although the companies* activities overlap 
in some segments of foe market, toe Commission befieves 
toe transaction wfll have Hmtted impact on competition, 
because of the strength of rivals. 

. The combined market share of. DrimRarCtnyrier, as the 
merged entity wi¥ be called. wW not exceed 10 per cent in 
any European Union country. The combined entity wOi have a 
higher market share ft some sectors, such as executive cars 
and sports care, but competition in these segments wifi 
remain Intense, because of toe estabfehed presence of rivals 
such as BMW snd General Motors. 

Yesterday's clearance follows the launch ft the US of Daim- 
ler's new Staring truck brand. The com pany also said this 
week its commercial vehicles division raised first-half sales 20 
per to DM21bn ($11.7bn). UnH sales cfmbed 19 per cent to 
almost 229,000. The company forecast foil-year turnover 
would probably climb to about, DM45bn, front DMSfibn. 
Samer Iskander, Brussels, Haig Simonan, Cleveland, Otto 


VEHICLE COMPONENTS 


Autoliv posts 4% advance 

Autoliv, the Swedish -US automotive components group, yes- 
terday reported a 4 per cent Increase In second-quarter prof- 
its, in spite of severe pricing pressures, lower vehicle output 
and the impact of the General Motors strike. 

The company,' one of the world’s largest manufacturers of 
airbags and seat belts,- saw. pre-tax profits rise from $83.1 m 
to $B4J3m on sales of $877.9m, against $8495m ft the same 
period of 1997. Most analysts had expected flat or slightly 
lower second -quarter profits. The shares rose SKr8.50 to 
SKr243 ft Stockhofrn. 

Guwar Bark, chief executive, said sales growth had been .. 
held back by th e strike at GM. with turnover ft airbags slip- 
ping from $607.1 m to $599.9m. That was offset by a 15 per- 
cent rise ft seatbelt .turnover, to $278m, reduced material 
costs and Improved productivity. 

Weak results ft the first quarter, however, contributed to 
reduced half-year pre-tax profits of $155m, down from 
$177m. as sales sfid from $379£m to $375.8m. 

Tim Burt, Stockholm 


BAYER ISCHE HYPO-UND VERE1NSBANK 

Operating result 19.7% up 

Bayertsche Hypo-und Vereinsbank, the recently merged Ger- 
man banking group, yesterday a reported a 19.7 per cent rise 
in first-half operating profit after provisions, to DM1.67bn 
($933m), and said it expected double-digit growth In operating 
profit for the foil year. The figures, given on a pro-forma basis. 
Include a rise in net interest Income from DM4.63bn to 
DM5.Q6bn and net commission income up from DM1 .4bn to 
DM1.67bn. The bank said the cost to income ratio improved 
by 1.7 percentage points, to 57.9 per cent 
Net interest income was boosted by the first-time consoli- 
dation of FGH Bank and Norisbank. Banking business con- 
tributed DM3bn to net interest Income, a rise of 4.1 per cent 
Agencies, Munich 


PHARMACEUTICALS 


Elan ahead sharply to $59.6m 

Ban Corporation, the Ireland-based pharmaceuticals com- 
pany, lifted net income 49 per cant to $59.6m in the second 
quarter ended June 30, up from $40.1 m in the same period of 
1997. 

Revenues rose 82 per cent to $156m, with product sales 
contributing $50m compa red with $21. 6m. Research revenues 
reached $21 .9m, against $ 14.5m, while royalty and fee 
income more than doubled to $58-8m, on the back of several 
new licensing agreements. Selling and other expenses more 
than doubled to $33.7m, partly because of increased market- 
ing costs related to US expansion. 

John MurrayBrown, Dublin 


BUILDING MATERIALS 


Saint-Gobain static 

Saint-Go bain, the French glass and buOding materials group, 
yesterday reported static first-half income of FFr3.4bn 
. ($S86m). Excluding capital gains, the yeer-on-yeer advance 
was 22 per cent, from FFr2Bbn to FFr2 Abn. The result was 
achieved an turnover of FFr57. 7bn - up from FFr52. 8ba 
David Owen, Parte 


Telia sells 370 office buildings 


By Tim Burt ta Sockbotai 


Telia, the state-owned 
Swedish telecommunications 
operator, yesterday unveiled 
the ‘country's largest real 
estate disposal by selling 370 
commercial properties for 
SKrS.lbn (8640m)- 

A consortium of four instir 
rational investors - compris- 
ing Bankers Trust and 
Crown NarthCorp of the US, 
Deutsche Bank and Swedish 
insurer SPP - has agreed to. 
an all-cash offer for office 
buildings at 160 sites. 

The deal follows the sale 


last month of Telia ’s main 
propo*ty interests in Stock- 
holm to DiEgentia, the Swed- 
ish real estate group, for 
SKrlJSbn. 

The telecommunications 
company, which is expected 
to be partially privatised 
over the. next few years, said 
proceeds from the transac- 
tions would -help fund the 
expansion -of its mobile and- 
flxed network services in the 
Baltic States and Russia.' 

"We are investing SKztitm 
to SKrSbn in new foreign 
operations, and this deal win 
support that plan this year." 


said Per Eric Fy Iking, direc- 
tor of mergers and acquisi- 
tions at Tdia. - 
Telia Is investing SKrl2bn 
on increasing its presence in 
the Nordic countries and 
Baltic Sea basin. ’Em year, 
it raised funds by selling its. 
6.4 percent stake in Omrii- 
tel, the Italian GSM opera- 
tor, Jor SKriflbn, 

Mr FyDdng, however, 
the disposals were not part 
.of a pre-privatisation; 
restructuring. Nevertheless, 
several analysts said the 
property sell-off underlined 
Telia’s restricted options in 


raising capital for its expar 
sion programme. 

"Access to the stock mai 
ket would certainly help tin 
company's access to capital, 
said one telecoms analyst ii 
London, _ who predicted tha 
the Swedish governmen 
would consider a partial flo 
tation following September’: 
parliame n tary elections. - 

Under the terms of the lat 
est deal, the consortium wil 
take over the bulk of Telarls 
Telia’s real estate arm, witt 
1.2m sqm of rental spact 
and an annual gross rental 
value of SKr790m. 
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BANKING restructuring charges take toll on earnings 


NAB declines to A$1.57bn 


By ta&safl Baker in Sydney 


National Australia Bank. 
Australia's largest reported 
a 4^ per cent drop tn net 
Profit to A£L57bn fUSJSTSm) 
in the nine months to June 
«K) after incurring A$241m of 
restructuring costs. 

Excluding the abnormal 
costs, earnings rose 5 2 per 
cent to ASL73bn, buoyed by 
a strong third quarter. The 
abnor mal costs wore associ- 
ated with rationalising 
NAB’s distribution network 
and workforce. 

The third-quarter operat- 
ing profit of A$619m was 
slightly higher than ana- 
lysts’ forecasts and NAB 
shares rose 21 cents to 
AS22.92. 

Don Argus, managing 


director, said the nine-month 
profit was “a promising 
result that demonstrated the 
progress the bank is making 
on both income stream 
development and cost man- 
agement”. 

There has been much spec- 
ulation this week that Mr 
Argus was planning to leave 
NAB by the end of the year 
to head BHP, the ailing Aus- 
tralian resources conglomer- 
ate. Frank Cicutto, NAB 
global head of products and 
services, and Glenn Barnes, 
head of business and per- 
sonal services, have been 
mentioned as likely succes- 
sors to Mr Argus. 

All the bank’s main 
operations reported stronger 
earnings in the third quar- 
ter. Profits in Australia rose 


6.5 per cent to A$311m: Euro- 
pean earnings jumped 37.8 
per cent to A$18an; and prof- 
its out of the US more than 
doubled to A$60m. The 
translation effect of a weak 
Australian dollar accounted 
far the big jump in European 
and US earnings. 

The growth in overseas 

profits meant that 49.1 per 
cent of NAB's profits in the 
quarter were generated over- 
seas. NAB owns Yorkshire 
Bank, Oydesdale Bank and 
Northern Bank in the UK. 
and the National Irish Bank 
in Ireland. It also owns 
Michigan National Bank in 
the US. 

The bank increased its 
charge for doubtful debts to 
Af202m in the third quarter 
compared with A$122m a 


year earlier. “The increased 
provisioning reflects our 
view of the current stage of 
the business cycle In Austra- 
lia and other economies,’’ Mir 
Argus said. 

NAB said its aggregate 
exposure to Asia amounted 
to A$14£bn at Jane 3D. Gross 
impaired assets in Asia 
totalled A|4im, representing 
a mere 0.3 per cent of share- 
holders’ equity. 

The restructuring, 
announced in April, will see 
NAB cut between 3£00 and 
5JJOO jobs - up to 9 per cent 
of Its total workforce. The 
cuts will come mainly in 
Australia and Asia. Mr 
Argus has said the bank 
expected to recoup most a f 
the restructuring costs 
within two to three years. 
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By testae Incas to Hong Kong 


Don Aiyus rumoured to ba planning a mow to BHP 


ICICI aims to complete transformation with push into retail 


India’s second largest bank plans to offer products such as insurance in alliance with UK's Prudential, reports Krishna Guha 


I ndustrial Credit and 
Investment Corporation 
(ICICI), India's second big- 
gest financial institution, 
plans a big push into retail 
financial services, which 
could complete the transfor- 
mation of the project finance 
lender into a universal bank. 

The group yesterday 
announced it had recruited 
directors to help lead the 
push, which is aiming for 
loans to retail customers to 
account for 30 per cent of 
new lending within five 
years, up from less than 5 
per cent of today. It also 
plans new savings, invest- 
ment and insurance prod- 
ucts. in alliance with Pru- 
dential, the UK Insurer. 

“We are repositioning the 
group with personal finance 
as a fundamental part of our 
strategy going forward," 
says K. V. Kamath, ICICI 
managing director. "This 
will include insurance, asset 
management, consumer 
credit, auto finance, bousing 
loans and credit cards." 

He says the corporation 
has set up a Personal 
Finance Group as one of 
three core business divisions 
under restructuring plans 
drawn up by McKinsey, the 
management consultants. 


Infrastructure projects provide boost to top three lenders 


India's tores biggest financial 
institutions yesterday 
announced higher profits tor the 
three months to June 30, giving 
some comfort to investors who 
feared that the country's 
economic slowdown could put 
a strain on its banking system, 
writes Krishna Guha. 

The three groups said tending 
to Infrastructure projects picked 
up strongly although there is 
still a big gap between the 
amount sanctioned for 


Infrastructure protects and the 
amount actuafly cfeixrsed. 

Corporate terxfing remains 
subdued, against a backdrop of 
faffing growth, low prices and 
overcapacity. 

Industrial Development Baric. 
Indta’s biggest lender, said its 
profit aftertax grew IT per cent 
to Rs3.6bn ($85m) In the three 
months to June 30. Loan 
sanctions rose 91 per cent, with 
i nfr astr u cture taking up a third 
of all taming approvals. 


Industrial Credit and 
Investment Corporation said Its 
profits Increased 17 per cent to 
Rs2L6bn. Loan a pprovals were 
up 140 per cent, though . 
dtebmements were up only 53 
per cent 

State Baik, the country’s - 
biggest comrnercfa/ bank, said 
profits rose 33 per cent to 
Rs4^bn. lifted by strong fee 
Income. Total deposits at June 
30 were up 19 per cert and 
loans were 16 par cent higher. 


The recruits announced yes- 
terday include G. Krishna- 
murtby. chairman of Life 
Insurance Corporation of 
India, and D. Sengupta, 
chairman of General Insur- 
ance Corporation of India. 

Mar ti S nhrahmany am . pro- 
fessor of finance at Stem 
School of Business in New 
York, and Narayana Murthy, 
chairman of Infosys Technol- 
ogies. the software company, 
have also joined the board. 
ICICI says the directors win 
bring expertise "in the areas 
of retail business, technol- 
ogy, global ffnancp and the 
insurance sector”. 

Mr Kamath sees an oppor- 


tunity to step into the gap 
left by the slow demise of 
the non-banking finance sec- 
tor - which pioneered con- 
sumer credit in Tndfa from 
the late 1980s, but suffered a 
string of high-profile failures 
in recent years. 

"Less than 5 per cent of 
the assets of the hanking 
sector are in the personal 
finance business, yet almost 
all their liabilities come from 
the retail side," he says. 

Mr Kamath adds that 
ICICI - which in the past 12 
months has bought two 
finance companies and a 
number of consumer loan 
books - will look for farther 


acquisitions, but may choose 
to buy assets rather than 
companies, which could 
carry hidden debts. 

It is also planning to 
launch a credit card soon, 
which could be through a 
joint venture. This year. 
State Bank of India signed a 
joint venture with GE Capi- 
tal, of the US, to issue Visa 
cards, but the project has 
been slow to get off the 
ground. 

"Credit cards represent a 
growing business in India," 
says Mr Kamath. "It is only 
at the basement level, but it 
is growing at about 100 per 
cent annually " He adds that 


credit cards could fa rm the 
main vehicle for expanding 
consumer lending. Home 
loans and car loans are also 
on the agenda. 

Meanwhile, Mr Kamath is 
keen to expand his portfolio 
of savings and investment 
products. This wID ta cta de 
mutual funds managed by 
Prudential ICICI, a joint ven- 
ture asset management com- 
pany set up by the two 
groups in May. 

"Mutual foods are replac- 
ing bank deposits very 

quickly in the west," be 

says, with debt and money 
market funds also capturing 
a chunk of Indian savings. 

ICICI hopes to set up a 
joint venture insurance com- 
pany with Prudential if and 
when the sector is opened to 
foreign participation. "The 
asset management company 
is only a first step" says 
Derek Stott, Prudential's 
represe n tative fn India. He 
says the two partners aim to 
offer life insurance, 
long-term savings contracts, 
pensions, and health caver. 

ICICI is nnitopfrinhig its 
strategy with an effort to 
create a more consumer- 
friendly iirmpp — summed up 
in its- new logo, a colourful 
umbrella. It plans to 


increase its number of 
branch offices from about 
100 to about ISO, mainly by 
expanding its subsidiary. 
ICICI Bank. 


Less than half the rooms 
were filled at TO* Peninsula, 
the grande dame of Hong 
Kong’s 'hotels, in the ftret 
half of ' the year, helping 
depress interim earnings at 
Hongkong and Shanghai 
Hotels by 29 per cent 

. Net profits for the group in 
the first six months fell to 
BKfSSlm (USf37.£ffiJ. from 
HE$02m. dented largely by 
the slump in tourism in 
Hong Kong. 

In particular. Japanese 
travellers have avoided the 
territory because of Japan's 

slow economy and weak 
currency. 

"Whilst there are positive 
influences in parts, of our 
business, there is no doubt 
that the .economic woes 
affecting the region have 
inflicted pain mi our Hong 
Kong ' operations." said 
Pierre Boppe, chief 
executive. . • 

Hongkong and Shanghai 
Hotels has tackled the Call in 
t ouri s m , which began after 
the handover of sovereignty 
In June last year,, in differ- 
ent ways at its two hotels. 


Average room rates at Tbs 
Peninsula were cut by a - 
modest amount with the 
focus Instead on promotions _. 
and tapping new markets, - - 
including load resident s. ^ . . . 

In contrast, the more maa 
market Kowloon Howl 
halved its average room rata 
from a year ago resulting m - - 
occupancy barely changing - 
from last year’s 84 per oact /_ 
to 81 per cent. ■; ; 

“The rationale at The Pen- . . 
insula is that it tak« many ; 

yeare to build up a room rate 
and only five minutes to; - 
throw It away, which we are 
not about to do." said Doug- 
las Webster, director of . 
finance and corporate { 
services. . ,.' r - 

However, occupancy rates - 
at the hotel feU to 45 p«r 
cent from 70 per cent. , _ 

Analy sts said the results, 
which ware lifted by stron- 
ger yields at The Peninsula - . . 
Beverly Hills, were in line •_* 

with expectations. 

Basic earnings per share 
fell 29 per cent, from 35 cents 
to 35 coats in the six m o nth s 
to June 30. and the interim 
dividend has been cut from 
IE cents to 5 cents. 


M r .Kamath believes 
ICICI win ultimately 
offer a "one-stop 
shop - for personal finance 
with a range of savings and 
b or row in gs products. “Each 
product is an additional 
source of revenue," ha says. 

But ICICI is not the only 
UnanfftaT institution in farifa 
to have woken up to the 
potential of retail business. 
State Bank, with more than 
8,000 branches, is stepping 
up its personal loan busi- 
ness. A number of foreign 
hawks — including Citibank. 
HangKon g Bank, Standard 

Chartered, ANZ Grindlays 
and ABN Amro - are also 
malting a determined push. 

Whether ICICI e m e rges as 
one of the winners from the 
boom in personal finance 
will depend on its ability to 
sen itself to customers and 
manage credit risks associ- 
ated with retail hawking . 

Hie reward for success 
would be a stream of fee 
income and a loan portfolio 
to balance its exposure to 
troubled industrial groups 


Brierley sells US, 


Australian hotels 


By Tony Had ta UMtagtan md 

Ruse? Baker to Syfeay 


Brierley Investments, the 
News Zealand based group 
which is undergoing an 
extensive restructuring, last 
night announced the sale of 
its Australian and US hotel 
interests. 

Thls foDows its decision to 
sell its caotroUbag interest in 
Thistle Hotels of the UK. 

Zfrfertey said it had sold 
Austotel, its chain ed Austra- 
lian hotels and pahs, for 
AfSOQm (US9l86m) to Fos- 
ter's Brewing Group, the 
Australian beer maker. 

Brierley said after paying 
down debt it would receive 
A$I6(kn for. the equity com- 
ponent of the Investment, 
which had a book value at 
June 30 of A|l8K7tn. 

Sir Roger Douglas, execu- 


tive whflitfpwn, said the price 
received for Austotel was 
“excellent’*. 

The': sale consists of 5B. 
hotels in Queensland, New 
South Wales and Victoria 
and 47 off-licences in 
Queensland. 

Ted KunkeL Foster's chief 
executive, said the acquisi- 
tion “will deliver strong 
growth potential for our 
hotel and leisure business 
whSe also providing oppor- 
tunities to enhance distribu- 
tion of all our products". 

Foster's already owns 103 
hotels in Victoria, Queens- 
land, West Australia and 
New South Wales and 33 off- 
licences in Queensland. 

Brierley also announced 
the sale of the Beverly Pres- 
cott Hotel in Los Angeles for 
USS29r&u which was-equal to 
book value. - " : • 


THE PROPERTY MARKET 


INTERNATIONAL TENDER FOR THE SALE OF 


HOTEL REGENCY 
MONASTIR - TUNISIA 


The Compagnie Touristique Arabe “C.T.A." is putting on sale the 
REGENCY HOTEL 5***** 

400 beds - situated in Cap Marina Monastir, 

Tunisia. 


Interested parties may obtain the relevant titles from the Head Office of 
C.T.A. at 12, Rue de Hollande - 1000 TUNIS 
Tel: (216 1) 350 695 Fax: (216 1) 342 407 
Marina Cap Monastir 
Tel: 216 3 462 395 
Fax 216 3 464 999 


a) The outer envelope should bear the mention “DO NOT OPEN" - 
International tender for the sale of Hotel REGENCY - Monastir, 
and should be addressed to: 

Mr. le President Directeur G6neral de la Compagnie Touristique Arabe 
1 2, rue de Hollande - 1 000 TUNIS - TUNISIA 
Marina Cap Monastir 
B.P. 60- 5000 Monastir - TUNISIA 


b) The inner envelope should be sealed and should contain the 
documents relevant to the international tender mentioned in the 
specifications. 


The final date for the receipt of the tenders 
has been set for September 7th 1998. 


THE PROPERTY MARKET NEW BENCHMARKS 


Building company 

SELLS FINISHED 
RESIDENTIAL ESTATES 

in Costa Dorada 
( Tarragona ) and 
Costa del Sol 
(Malaga). 

Information: PAMESA 




Make the connection 


Property investment should be seen as 
directly relevant to business performance, 
argues Marion Weatherhead 


Kvferworidogbitfifing* 


fcapflut drartjr by ptattfacM* * 


Tel: GG 34 977 400 413 
Fax: GO 34 977 4C1 90 1 
http: '.riv.v.ribsys.com pamesa 
e-mail: painesa- larrakis.es 


I. a i*2e studio flat 


for sale hi Phllheach Gardens 
wftb separate kitchen, 
stndy/drcs&ing room 
aod bathroom. 
Modernised In Iasi 5 years. 
One minute walk (ram Eads 
Court tobc sradon. 


Asking price £120400. 
Contact: Aiticen 
XU: 9171 3795319 


MAYFAIR 

2 suites of offices to let 
fn smart period bufldng 
off Park Lane. 

961 sq feet net each. 
He»b)e terms. 


0171 485 6455 Ext 22 


(The seal for the C.T.A. Bureau d'Ordre or the 
Post Office seai is proof of date.) 


For Sale 


Argentina 



FUZGEORGE AVENUE, W14 


One of the largest apartments to be found in these 
sought after mansion blocks, situated west of 
Kensington High Street Predominately faring west 
in an enviable comer position with two ornamental 
balconies, there is a 3ff5 x 15*8 Double Reception 
Room, Kitchen/Breakfast Room, 4/5 Bedrooms & 
2 Bathrooms (1 ensuite). 

£450, (XX) oji.o Long LH 


A Prime Site for your 


Property Market 
Advertising 


Advertise your property to approximately 
1 million FT readers In 160 countries. 


Kccleston Square S\Y i 


< (ihiiiv ImiltliiiL! 


For details: 


Tina McGorman +44(0)171873 3252 
Fax: +44(0)171873 3098 


Customers are making their 
presence felt in the 
commercial property market 
to achieve profitability by 

matching nrrrimmnHntvm 

provision, to core business 
needs. 

The drivers of change are 
new technologies and 
improved connectivity, 
which give business 
managers greater 
operational and locational 
freedom. Those groups that 
neglect such opportunities 
have been overtaken by 
technologically aware 
entrepreneurs. 

Gone are the days when 
business wiqnagwg had tn 

locate everyone near to 
fifing cabinets of key 
information. A good deal 
securing lower rent is now 

)iws i mp o r t ant gg 
factors make significant 
contributions to reducing 
occupancy costs. 

Enlightened business 
managers are creating new 
benchmarks. Solicitors 
Narbarro Nathanaan’s new 
offices cut occupancy costs 
by 20 per cant, bringing 
them 2 pear cent below the 
industry average, an 
advantage going straight to 
the bottom line. 

Geoffrey Lander, the . 
Narbarro Nathansan partner 
charged wjth developing a 
real estate strategy, says: • | 

“To ensure soHdiore kept 

their cellular offices savings 
came from reducing 
non-productive apace, 
finding a bull ding with floor 
plates that divided 
efficiently, agreeing a 

tailored turnkey fit out and 

having the landlord take 
responsibility for 
mai nte nan ce " 

He want an: "flexibility 
co me s from sharing a 
building Which gives 

pppartuoftteg to sublet 
surplus space or rent 
, additional accommodation, 
according to need.” The long 
term gain is the brightest 
young adhritora win he - 
attracted by individual 
offices and the knowledge - 
that file economic rent fixed 
for 15 years means profits 
will not disappear in ■' 
increased rad payments. 

f!haa» Manhattan , 

America’s largest hank, has 


been working along these 
lines throughout the 1990s. 
With each new business 
acquisition, occupancy cost 
levels were set to drive 
profitability by reducing 
from 9.7 per cent of revenues 
to L5 per cent This 
contributed to a fell in costs 
from 66 per cent to 56 per 
cent of operating revenues, 
which in turn led to after-tax 
profits growth of 33 pa - call 
a year compound- Cesar 
Chek\jian. senior 
vice-president, says: "Real 
estate solutions should 
exceed shareholder’s 
expectations." 

The intensity of office use 
varies by Industry, iow»Hnm 1 
age and function. Mark Wist 
senior research consultant 
with surveyors Gerald Eve 
points out that many of the 
results are counter intuitive. 
For example, modern 
buildings and flwanrial 

service firms were not the 
most Intensive users of 
space. Surplus space, about 
22 per cent of office space, 
according to David Pike of 
Occupational Property 
Databank, explains some of 
these results. 

Aiming to reduce property 
costs In Isolation is fraught . 
with, problems because 
property cutbacks can easily 

increase other costs. , 

Those groups that are ■ 
making the greatest gains 
are those that have striven 
for pr oper ty solutions to suit 
their business needs, rather 
jfen accept tile conventional 
services of the UK property 
market — InflaaiKl a ■ 
b uilding s, onerous leases- 
and five-year upward only 
rent reviews. 

Most UK businesses do not 




OkwtonHhnai *rm of tatodtag 

Space h mym mtewpar peraoo 






ft fe 12 14 IB 18 '20 


have a director with a 
proactive p ro p e rty brief - 
Many relegate all pr operty 

derisions to middle 
managers. Consequently 
main boards are unaware of 
occupancy costs which can 
exceed 16 per cent of total 
costs md have no idea of the 
returns on prop e rty assets. It 
is swprtaiug that their 
institutional investors do not 
more questions. 

Mannftifl ftiring fa finding 

profitability from traditional 
operations difficult a tifl 
needs every possible saving. 

American compa nies are 
Already attuned to the 
strategic importance of 
property and. are- not 
prepared to take an the 
buzdens carried by their IK 
oraxnterparis. James 
Carreker, chief executive of 
the US firm Aspect 
Comm unications , says that 
while the UK may be 
as an initial European base 

"onerous [ pr operty] . 




c ond i t ions will affect where 
we grow the business". 

Some landlords are 
providing adaptable 
accommodation, let by 
licence rather than lease, far 
short periods which can be 
extended. Peter Kershaw, 
managi n g director of 
Am e ric an-owned HQ 
Business Centres, said at the 
FT Corporate Property 
Conference, that they are .- 
focusing on “providing 
■ accommodation which meets 
ritenta needs without 
' unwanted over-specification 
adding to costs". 

E x p anding UK companies 
have growing needs for 
global advice. Thia has 
brought US property service 
providers into the UK 
ma rket with partnerships, 

such as Richard Ellis and 
HflBer Parker, succumbing 
to American ownership and 
giving transnational efients 
Property-based solutions 
based on local 
knowledge. 

Only a few uk companies 
are really innovative in their 
use of property. Others need 
enCOT ra®enient. Should the 
analysts be asking more 
questions? Do the 
institutional investors, who 
are also often landlords, 
want to know? 


HexMe: Chase Manhattan on WaflSt 


Veronica Garbutt 


The a uthor is head of 
.strategic property with 
Gar &ner& Theobald. 

' ma * t *9ement consultant 
md author of Retd Estate in 
UBVOrate Strategy 
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NEWS DIGEST 


v> TELEPHONY 


FCC chief warns on 
SBC and Ameritech 

The chairman of the US Federal Communications Commission 
warned yesterday that SBC and Ameritech. the US local tele- 
phone companies, would face a difficult task persuading reg- 
ulators their planned $57bn merger was not anti-competitive. 
Speaking in Brussels. William Kemard said the two groups 
faced a “heavy burden" In proving that their merger would be 
in the US public interest 

“This proposed combination Involves a pretty massive con- 
solidation in the US market and we are going to have to look 
at this very carefully," said Mr Kennard. who as FCC chairman 
wiU play a key role in approving the deal. 

SBC’s planned all-stock takeover of Ameritech would leave 
ft with a stock market value exceeding $120bn, and around a 
third of the SlOObn US market for local calls. Whfle analysts 

have st^gested the FCC would not be able to block the deal 
since the two companies are not direct competitors. Mr Ken- 
nerd's comments suggested the regulator might seek similar 
concessions to those demanded in the tie-up of Ben Atlantic 
and Nynex. Nell Buckley, Brussels 

DEFENCE 

Raytheon advances 29% 

Raytheon's defence electronics operations, reinforced by two 
acquisitions last year, helped boost the mintary contractor's 
second-quarter earnings by 29 per cent to a record $270m. 
Gains in oommerctai aircraft also served to offset a 33 per 
cent drop In operating income at the engineering and con- 
struction revisions which suffered from slower growth in Inter- 
nationa! markets. 

Earnings per diluted share, excluding extraordinary Hems, 
were 77 cents, in tine with expectations, compared with 88 
cents last time. Income by this measure appeared to fall 
because Raytheon Issued about 103m new shares last year 
when it bought the Hughes Electronics defence assets of 
General Motors for the equivalent of $9.5bn. 

Group revenues rose 53 per cent to $5.1 bn as the Impact 
of the expansion took effect, and the electronics divisions 
alone reported revenues of $3.8bn end operating income, 
excluding one-off charges of $51 0m. 

Earner this week Raytheon said ft had arranged to self its 
UK-based commercial flight training division and buy Affled- 
Slgnal’s communications arm. 

Christopher Parkas, Los Angeles 


BANKING : 

Bankers Trust beats forecasts 

Bankers Trust shares edged up yesterday after the bank beat 
analysts' second-quarter earnings estimates before a special 
charge, despite further provisioning against losses in Asia. 
Before the charge, BT reported net income of $22 Bm, up from 
$2 13m, producing eamangs per share of $2.06, 3 cents ahead 
of estimates and above last yew's $1.89. The bank took an 
after-tax charge of $64m for the cost of repositioning Its Euro- 
pean equity business, tnducSng the integration of NatWest 
Markets' European equities business, acquired in April. 

In response to condtiorts in Asia, the bank recorded a 
$6 0m provision for trading-related credit tosses. As of June 
30, cross-border exposures In Korea, Indonesia and Thailand 
ware $2L5bn down from $3J>bn in December. 

Tracy Corrigan, New York 


CHEMICALS 


Dow reports decline 

Dow Chemical yesterday reported a foil in net income to 
$425m for the second quarter, down from $571 m a year ago. 
However it beat analysts’ estimates by 2 cents with earnings 
per share of $1.86, down from $2.22 excluding unusual items 
a year ago. Sales in the second quarter amounted to $4.9bn > 
down from $5.4bn. Lower local prices, a strong dollar and 
deteriorating conditions In Asia reduced selling prices by more 
that $5Q0m and outweighed the favourable effects of lower 
feedstock costs end a 2 par cent volume gain, excluding the 
effect of acquisitions and divestitures, the company said. 

Prices declined by 10 per cent overall, as a result of weaker 
pricing and negative currency impact Tracy Corrigan 


DOCUMENT PROCESSING ^ 

Digital copies lift Xerox 

Xerox's revenues from selling a new generation of digital copi- 
ers exceeded sales of traditional analog machines for the first 
time in the latest quarter, the US document processing com- 
pany reported yesterday. Thanks to the transition, Xerox’s 
revenues increased 9 per cent, to $4.7bn, despite falling sales 
in Brazil and Japan and the effects of the higher do Bar. 
Together with cost-cutting, this fifted Xerox's undertying net 
income by 17 per cent to $395, or $1 -09 a share, slightly 
ahead of stock market expectations. * 

Including an after-tax charge of S 1.1 bn, connected to a 
restructuring announced last month, Xerox reported a toss of 
$71 2m, or $2-19 a share. Richard Waters, New York 


TRUCKMAKING 


Freightliner eyes Mexico plant 

FreightHner, the US truckmaker owned by Daimler-Benz of 
Germany, may revive a former Mercedes-Benz bus plant In 
Monterrey, Mexico, to meet burgeoning North America! 
demand tor heavy commercial vehicles. Jim Hebe, Freightn- 
ner'g chief executive, said he was " actively considering f new 
sites. 

Freightiiner has been surprised by the strength of heavy 
truck demand, which had been widely expected to weaken. 
The North American market for the heaviest Class 6 vehicles 
should reach 230,000 units this year - the second highest 
volume on recor d — with about 200,000 sold in the US. Such 
buoyant demand, bolstered by the strong economy, has 
prompted shortages and delays lor some products. 

Haig Simonian, St Thomas, Ontario 

CONSUMER PRODUCTS 


Colgate-Palmolive ahead 

Colgate-Palmolive, the global consumer product s com pany 
based In New York, reported a rise in second-quarter earn- 
ings to 67 cents per share, up from 58 cents per share test 
time. Colgate said “strong" increases In 
North America, Latin America and Europe 
than offset" the decline In earnings due to economic turmoil in 
Asia and Africa. . . 

The combination of Increasing marg brand 
head again allowed us to increase 
build market share," said 

said worldwide sales of ««*** 

$2 Jbn. would have risen 5 per cent If no* for curency trans- 
lation. Michael Lipin and Agencies 

Comments and press reieesesat^iHt^^ 

companies coverage can be sent by e-mal w 

intermttonel.companiesQfLcom 


COMPANIES & FINANCE: THE AMERICAS 

TELECOMS PROGRE SS IN CUTTING COSTS BOOSTS MA BELL’S EARNINGS WHILE EBBERS PROMISES ‘AGGRESSIVE INVESTMENT’ 

Growth rates diverge at AT&T, WorldCom 


By Rtetaanl waters In New York 

The growth rates of AT&T 
and WorldCom continued to 
diverge markedly In the lat- 
est quarter, reflecting the 
problems the former has had 
in reigniting sagging reve- 
nues while the latter 
received another boost from 
the rapid growth of the 
internet. 

Despite an increase in rev- 
enues of only l. per cent, 
however, AT&T made head- 
way in cutting costs, in torn 
boosting its operating earn- 
ings and giving an important 
Hit to its share pice. 

The company’s stock rose 


Si£ to $58% early yesterday, 
around its highest level 
since the US telecoms com- 
pany announced its acquisi- 
tion of TCL the cable televi- 
sion group. An earlier 
decline to below $55 had 
raised questions about 
whether AT&T would be 
forced to renegotiate the 
deaL 

WorldCom has seen its 
share price break free of ear- 
lier concerns about the 
impact of its takeover of 
MCL The stock rose $2A yes- 
terday to $58%, representing 
an 85 per cent gain this year. 

At AT&T, revenues were 
held back by a 3.7 per cent 


decline in the core consumer 
long-distance business, 
which more than offset a 2.7 
per cent increase in reve- 
nues from business custom- 
ers. Both segments gener- 
ated revenues of $5.7bn. 

Thanks in part to an early 
retirement programme, 
AT&T succeeded in cutting 
its general overheads to 27A 
per cent of revenues, bum SO 
par cent 

As a result, earnings from 
continuing operations, 
before restructuring charges, 
climbed 60 per cent to 
$L45bn. After a $i.7bn post- 
tax charge for the early 
retirements, and a $1.3bn 


gain on a disposal. AT&T 
reported a 20 per cent rise in 
net income to Sl.lSbn. or 71 
cents a share. 

WorldCom. meanwhile, 
saw internet revenues jump 
by 73 per cent in the second 
quarter to $526m, while 
international revenues 
surged 52 per cent to S299m. 

WorldCom would continue 
“to invest aggressively" in 
these two areas, even though 
MCI had been forced to shed 
its own internet business to 
win regulatory approval for 
the merger, said Bernard 
fibbers, chief executive. 

The higher revenues lifted 
WorldCom's operating profit 


margin to 19 per cent, from 
10 per cent. After-tax profits 
climbed to 5221m. or 21 cents 
a share, from $38m. 

The growth rates of the 
Baby Bells has displayed a 
more consistent pattern than 
that of the long-distance 
operators, thanks to the lack 
of pricing pressure and 
steady growth in demand for 
new lines in their 
entrenched local markets. 
However, regional dispari- 
ties and varying success in 
selling data and wireless ser- 
vices have become evident. 

Yesterday, Bell Atlantic, 
the largest of the five Bells, 
registered a 3 per cent 


advance in revenues for the 
latest quarter, a slower pace 
than its main rivals, while 
net Income rose 11 per cent 
to S l.l bn. or 68 cents a share. 

The day before. BellSouth, 
which covers the south-east- 
ern US. reported underlying 
revenue growth of ID per 
cent, though acquisitions 
lifted that to 15 per cent. 
While Bell South's access 
lines have been increasing at 
3 bout the same rate as Bell 
Atlantic, it has had more 
success in selling other ser- 
vices - including a 44 per 
cent increase in revenues 
from data and digital ser- 
vices, to $432m. 


Deals slow Monsanto 


By NBdo Ta/t in Chicago 

A heady acquisition 
programme pursued by Mon- 
santo. and its sharply 
increased spending on the 
development and commer- 
dalisation of new products, 
continued to hold back 
short-term earnings growth. 

The St Louis-based com- 
pany. which Is planning to 
merge with the larger Amer- 
ican Home Products this 
year, announced yesterday 
that after-tax profits from 
l ymti^ng operations in the 
second quarter totalled 
$257to. or 41 cents a share, 
on sales of $2£bn. 

This compared with 
$25Qm. or 41 cents, In the 
second quarter of 1997, when 
sales were $2.lhn. (The 1997 
figures exclude results from 
chemical operations spun off 
as a separate company later 
in the year). 

Monsanto, whose aggres- 
sive push into the agricul- 
tural biotechnology field has 
made it the focus of contro- 
versy in Europe, said it bad 
seen “significantly 
increased” sales of agricul- 
tural and other core prod- 
ucts. 

This included a very 
strong sales performance 
worldwide from its leading 
Roundup herbicide, which 
can be used with a range of 
genetically engineered crops 
tolerating the herbicide 



Soybean: Monsanto has an engineered version 


while surrounding weeds are 
killed off. 

Roundup volumes in the 
first six months of the year 
increased “significantly", it 
said, with volume growth 
running “well above the 
trend-line growth for 
Roundup of greater than 20 
per cent annually”. 

But on earnings, Monsanto 
was held back by a $200m 
increase in “growth" spend- 
ing - a 60 per cent lump 
compared with the second 
quarter of 1997. This covered 
research and development, 
commercialising products, 
and acquisition-related costs. 

Monsanto’s acquisition 
appetite has been huge: over 


the past three years, it is 
estimated to have spent 
about $8bn buying seed-re- 
lated companies. In the sec- 
ond quarter of 1998 alone, it 
announced four large deals 
in addition to the AHP trans- 
action. 

The company revealed 
that as a result of three of 
tbe latest deals - the pur- 
chase of DeKalb Genetics, 
which still requires regula- 
tory approval. Cargill's inter- 
national seed operations, 
and Plant Breeding Interna- 
tional Cambridge in the UK 
- It would take an $800m- 
$lbn write-off, with the 
charges recognised when the 
deals close. 


Telebras bidders line up 


By Geoff Dyer In SSo Paolo 


A total of 76 companies have 
qualified to take part in the 
rale next week of Telebras, 
Brazil's telecommunications 
group, in what is expected to 
be the biggest privatisation 
in Latin America. 

Tbe Mst, published yester- 
day, Includes many of the 
leading international tele- 
coms companies, such as 
Telefonica of Spain, Telecom 
Italia, BellSouth, Airtouch 
mid Southwestern Bell of the 

DS and RpTI flftrmria. 

Analysts expect the list of 
companies will form up to 20 
bidding consortia at the auc- 
tion, which is scheduled for 
next Wednesday, and negoti- 
ations between potential 
partners are expected to con- 


tinue until tbe last minute. 
Some companies, such as 
Telefdmica, have registered 
through several subsidiaries 
and appear more than once 
on the list 

Telebras is to be divided 
into 12 new subsidiaries - 
three fixed line businesses, 
eight cellular companies and 
BmhrateL the long distance 
operator - which will be sold 
in sequence at the auction. 

Analysts believe that the 
two groups likely to be most 
aggressive are Telefdnica 
and Telecom Italia. Telefon- 
ica was the leader of a con- 
sortium which in June 
bought control of CRT, tbe 
telephone company in the 
southern state of Rio Grande 
do Sul, which was not part 
of Telebras. As a result it is 


expected to be specially 
interested in the neighbour- 
ing Tele Centre South 
region. 

Telecom Italia, which like 
Telefonica, has a large 
investment in Argentina, is 
thought to be interested in 
all three fixed businesses. 
BellSouth could also be a 
contender for Telesp, the SSo 
Paulo state fixed line busi- 
ness. 

For Embratel, analysts 
believe that two bidding con- 
sortia are taking shape, one 
led by MCL the US long dis- 
tance operator, and the other 
around Sprint, another US 
company. 

A group of Brazilian pen- 
sion funds are being courted 
as partners by a number of 
bidders. 


‘Magic 

bullet’ 

drug 

approved 

By Victoria Griffith In Boston 


The world's first drug based 
on “magic bullet" antisense 
technology has been 
approved by the US Pood & 
Drug Administration's advi- 
sory committee in a regula- 
tory proof of concept that 
could pave the way for more 
treatments of its kind. 

Isis Pharmaceuticals and 
Ciba Vision, a subsidiary of 
the Swiss pharmaceuticals 
company, developed the 
drug, a treatment for Aids- 
related retinitis. This is an 
eye disease that afflicts 
mostly Aids patients and 
leads to blindness. Ciba said 
It expected US sales of the 
drug to reach $100m a year. 

Isis shares surged 30 per 
cent to $l7'/2 in after-hours 
trading following the 
announcement late on 
Wednesday, before dropping 
back to $14% early yester- 
day. 

“The committee’s approval 
is proof that these drugs 
work in the real world," said 
Frank Tung, a scientist at 
the University of Pittsburgh. 

Antisense technology 
attracted a great deal of 
attention in the early days of 
biotechnology, but quickly 
fell out of favour after a 
number of treatments tested 
poorly in the laboratory. The 
drugs are designed to affect 
only the proteins directly 
involved with the disease. 

Antisense is essentially a 
mirror image of a strand of 
DNA, engineered to overlay 
it precisely. Once in place, 
the antisense drug prevents 
tbe protein from producing 
any more of tbe harmful 
enzymes. The main chal- 
lenge in antisense is getting 
the treatment to the target 
molecules. Isis has overcome 
this by applying its retinitis 
drug directly to the eye. 

The promise of antisense 
is that because it is custom- 
designed, the drugs should 
produce few side-effects. 

“It’s like treating a disease 
with a laser, as opposed to a 
sledgehammer, which is bow 
we've done it in the past," 
said Stanley Crook, chief 
executive of Isis. 


Sears ahead of 
expectations but 
shares still drop 


By Jfikkf Tail in Chicago 

Sears Roebuck, one of the 
largest US retailers, yester- 
day posted profits slightly 
ahead of market expecta- 
tions. but continued to be 
bothered by its troubled 
credit-card portfolio. 

The group said after-tax 
profits In the second quarter 
were $336m. or 85 cents a 
share, compared with $11 7m 
a year earlier. However, both 
numbers reflected one-off 
items, and on a comparable 
basis, the underlying result 
was profits of $3 18m, or 80 
cents, marginally up from 
$31lm. or 78 cents, in tbe 
similar period of 1997. 

Analysts expected about 78 
cents but Sears shares still 
dipped $1% to $55A- 

The company said that 
second-quarter sales were 
$10125bn overall, with domes- 
tic revenues rising by 6 per 
cent to $9.43bn. Retail sales 
increased by 6.6 per cent - 
with comparable store sales 


rising just under 3 per cent. 
But the domestic gross mar- 
gin fell from 26.5 per cent to 
26.1 per cent, as higher pro- 
motional spending on the 
retail side pushed down mar- 
gins and offset an improve- 
ment in services. 

Arthur Martinez, Sears' 
chief executive, said it fold 
seen strong sales in areas 
such as home appliances, 
electronics and garden prod- 
ucts. and clothing. 

But Sears posted a 834Sm 
provision for uncollected 
accounts in respect of its 
domestic operations, up 25 
per cent from last year. This 
reflected the higher delin- 
quency and charge-off rates 
that have plagued the 
retailer for more than a year. 

Sears took some comfort 
from the numbers, however, 
with Mr Martinez pointing 
out that, despite the nega- 
tive year-on-year compari- 
sons. the delinquency and 
charge-off rates had 
improved since the year-end. 


Moore to shed 
one in four jobs 


By Edward AJden in Toronto 


Moore, the troubled maker 
of Canadian business forms 
and labels, said yesterday it 
would take a US$630m pre- 
tax charge next quarter as 
part of a restructuring that 
will cut its workforce by one- 
quarter. 

The company intends to 
reduce manufacturing capac- 
ity, cut overheads and con- 
tinue to refocus on its core 
North American market. 

The plan comes as Moore 
reported a worse than expec- 
ted second-quarter loss of 
US$2lm. compared with net 
earnings of USS30m last 
year. Tbe 24 cents a share 
loss compared with analysts' 
estimates of a 7 cents loss. 

Tbe loss was attributable 
mostly to continued weak- 
ness in the company’s North 


American business. Operat- 
ing expenses also increased 
sharply in tbe quarter, to 
US$i80m from US$141m. 

“The unsatisfactory 
second-quarter results only 
heighten tbe need for a com- 
prehensive restructuring 
program that will make fun- 
damental, permanent 
changes and realign the 
company’s cost structure." 
said Ed Tyler, Moore presi- 
dent and chief executive, 
officer who was appointed 
after a management 
shake-up last year. 

The restructuring will 
result in 4300 of the compa- 
ny’s 20.000 employees being 
cut mostly from the sale of 
lossmaking operations. 

The company predicts this 
will result in annual savings 
of more than US$l20m by 
2001. 


INTERACTIVE TV HOSTILE BIO WITHDRAWN 


United Video 
admits defeat 
over Gemstar 


By Christopher Patkes 

to Las Angeles 


United Video Satellite Group 
has withdrawn its hostile 
$2.8bn bid for Gemstar. a 
leading developer of interac- 
tive television technology. 

The brief tussle ended 
after Gemstar - best known 
for its VCRPIus+, the system 
that allows people to pro- 
gramme a video recorder 
without the help of a teen- 
ager - reinforced both its 
defences and its links with 
other companies. 

The withdrawal is a set- 
back for United, a pro- 
gramme listings specialist 
with on-screen and print ser- 
vices, controlled by Rupert 
Murdoch’s News Corp and 
TCL the cable TV company 
being acquired by AT&T. 

It had hoped to gain con- 
trol over what Is seen by 
some as a promising, user- 
friendly programme selec- 
tion and sorting system that 
could be a precursor of 
systems making interactive 
services available by televi- 
sion to the least sophisti- 
cated consumers. 

Its aggression served 
instead to push Gemstar 
closer Into the arms of two 
of United’s owners' sternest 
rivals; Microsoft, and the 


NBC broadcast network, 
which are already closely 
linked in the MSNBC hybrid 
news service accessible via 
the internet and its own 
cable television channel. 

As Gemstar bn tit up its 
defences with a shareholder 
rights or “poison pill” 
scheme, it also signed up for 
joint marketing efforts with 
Microsoft, which will include 
its latest programme ser- 
vices system in Windows 98. 

It is believed Microsoft, 
which last year invested 
$lbn on Comcast, tbe fourth 
largest US cable operator, 
took a small stake as part of 
that deal, which was fol- 
lowed by an alliance with 
NBC. which will also pro- 
mote and provide advertis- 
ing for Gemstar systems. 

Although Gemstar will 
remain independent for the 
time being, it is believed the 
board resisted the United 
offer because it expects the 
company’s value to increase 
sharply in the near future. 

Its latest introduction, 
which allows a viewer to 
watch a programme and 
select the rest of the even- 
ing’s viewing programme 
from an on-screen window, 
generated its first revenues 
only -ast year when it was 
introduced in the US. 
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ICI shares fall 15% on full-year warning 


financial times Friday JULY 24 1998 


COMMENT -V; : 


By VHgWa Mash 

Imperial Chemical 
industries, the largest UK- 
based chemicals group, 
“soed a profits warning yes- 
terday. triggering a near 16 
per cant fall in its shares and 
a sharp cut in anal ysts' prof- 
its forecasts. 

Almost £lbn ($1.65bn) was 
wiped off the group's market 
value after it accompanied 
interim results with a warn- 


ing that profits in file second 
half would be lower than in 
the same period last year 
mainly because of the eco- 
nomic crisis in Asia, the 
strong pound and a down- 
turn in bulk chemicals. 

“The remainder of the 
year is likely to be even 
more challenging," the 
group said echoing a profits 
warning from DuPont, the 
US chemicals giant earlier 
this month. 


Analysts cut profits fore- 
casts for the full year by 
about 25 per cent and the 
shares fell 131 p, 14 per cent, 
to 780p, compared with 
£12.44 less than three 
months ago. 

Brokers said it was the 
first time they had known 
ICI. whose profits have 
fallen steeply at times in 
recent years, to issue a prof- 
its warning. Despite the 
scale of yesterday's down- 


grades; the group main- 
tained its comments consti- 
tuted a "prudent and cau- 
tious” statement rather than 
a profits warning. 

The warning follows con- 
troversial telephone brief- 
ings to selected analysts last 
month which also led to 
profits downgrades, of up to 
11 per cent. The London 
Stock Exchange is under- 
stood to have investigated a 
possible breach of its rules 


after complaints the group 
should have issued a puUic 
statement at the time. 

The market is now expect- 
ing pre-tax profits of £400zn- 
£42Qm this year. Last year 
Id made £518m on sales of 
m.06bn but after the pur- 
chase of Unilever's speciality 
chemicals for £4.7bn last 
year some analysts had pre- 
dicted 1998 profits would 
exceed Elbn. 

Yesterday ICI unveiled 


pre-tax . profits of £lS2m 
(OfiOmX before exceptionals. 
In line with expectations, on 
sales of DLTbn (£W7bn) for 
the six mnnthg to June 80. 
There were exceptional 
gains of £43m. , - 
Charles MOler Smfth, chief 
executive, said the biggest 
difficulties were In inetustrial 
chemicals, a business the 
group has said it woald sefl. 

... .. , ji - i ii — *— i — ■»» ■ »»» 
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Market takes no prisoners although ICI holds up its hands 


Virginia Marsh analyses why investors seem pessimistic about 
the chemical group’s progress in transforming its portfolio 


It Is not often that on the 
I same day that a company’s 
I strategy is vindicated, its 
share price records one of its 
biggest ever falls. 

Yesterday, shares In Impe- 
rial Chemical Industries fell 
14 per cent to 7B0p, down 
from £12.44 in May. The 
chemicals sector followed ICI 
down, falling 8 per cent 

But the one thing upon 
which chemicals analysts 
agreed last night was that 
the outlook for the group 
would be considerably worse 
if it had not last year 
embarked on a radical 
reshaping of its portfolio. 

“The problems are very 
much related to timing. The 
company has yet to get the 
full benefits from the last 
year's acquisitions and is 
still saddled with the fag- 
ends of what it has decided 
to get rid off," one analyst 
said. "On top of this it has 
been hit by a whole raft of 
factors beyond its control 
like currency." 

The main culprit for yes- 
terday’s warning that 
second-half profits would be 
lower than last year’s - the 
first profits warning by the 
group that analysts could 
remember - was industrial 
chemicals, the rump of the 
old ICI which is being dis- 
carded in favour of speciality 
chemicals. 

Some of the division is in 
the process of being sold, 
and ICI hopes it can agree 
the sale of the remainder. 


which mainly comprises pet- 
rochemicals and chlorine 
and caustic chemicals busi- 
nesses, before the end of the 
year. 

Battered by the strong 
pound, the financial turmoil 
in Asia and falling selling 
prices, the division slipped 
into a small operating loss in 
the second quarter and ana- 
lysts now expect it to record 
a deficit of about £40m for 
the full year. 

This was the main factor 
behind yesterday's 25 per 
cent cut in many pre-tax 
profits estimates for the full 
year, the latest in a series of 
downgrades. 

A year ago, when ICI 
announced the purchase of 
Unilever's speciality chemi- 
cals businesses - National 
Starch and fragrances and 
flavours operations - for 
£4-7bn, some analysts had 
predicted the group would 
make profits of more than 
£lbn this year. 

Before yesterday some 
analysts had been expecting 
pre-tax profits of £520m but 
the consensus is now about 
£410m, although one broker 
was forecasting just £300m_ 
Last year the company made 
£51&n on sales of £ll.lbn. 

Charles Miller Smith, chief 
executive, said yesterday: 
“Our diffi culties are in bulk 
chemicals, which among 
other things have been hit 
by the cyclical nature of that 
business and that is exactly 
why we decided to exit from 


bulk chemicals a year ago. 

“But our results will still 
be affected by what happens 
to bulk chemical prices and 
by the length of time these 
businesses remain in our 
portfolio." 

Not only is the industrial 
chemicals business now loss- 
making. but the delay in 
completing agreed disposals 
and in finding buyers for the 
other businesses has ratch- 
eted up Id’s interest bilL 
With net debt at £4.38bn, 
gearing is now nearly 100 
per cent. 

Debt will fall in the second 
half when ICI expects to col- 
lect about Elbn from the dis- 
posals it has agreed. 

But another reason for the 
profits downgrades is that 
analysts had expected the 
group to complete the sales 
- and bank the proceeds - of 
the other industrial busi- 
nesses in the second half. 
Most now believe this will 
not happen and, perhaps 
more importantly, there is 
also doubt over how 
much further disposals wiD 
raise. 

Martin Evans, chemicals 
analyst at Sutherlands, says 
that because of the worsen- 
ing outlook in the sector - 
ICTs profits warning follows 
one this month by DuPont - 
the businesses for sale may 
fetch far less than ICI might 
have expected a year ago. 

Then, it might have hoped 
to equal their turnover of 
about £2bn. Now Mr Evans 
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says they could sell for as 
little as 30 per cent of annual 
sales. 

"The company is in dang er 
of facing a credit squeeze if 
its huge net debt doesn’t 
come down quickly. This is 
not a comfortable position to 
be in when trading is as dif- 
ficult as it is." he said. 

Most other analysts, how- 
ever, predict the businesses 


will go for a multiple of 
closer to 70 per cent of sales, 
on the basis that strategic 
buyers will look beyond the 
sector’s short-term difficul- 
ties. 

The pity will be if the debt 
position prevents ICI from 
moving ahead with develop- 
ment of its core businesses, 
which as well as the Uni- 
lever acquisitions include 


L&G stresses independence Nationwide to 


By Christopher Adams 

Legal & General yesterday 
delivered a 21 per cent jump 
in Interim operating profits 
and resurgent growth in new 
business after taking a big- 
ger slice of the personal pen- 
sions and long-term savings 
markets. 

The life assurer's strong 
performance reinforced its 
case for continued indepen- 
dence. and the group yester- 
day sought to damp recent 
takeover speculation. 

“If I could say one and one 
made more than two, then of 
course I*d look at a merger,” 
said David Prosser, chief 
executive. “But why bother? 


A bank would probably get 
more out of it than us." 

His comments accompan- 
ied an increase in operating 
p ro fi ts for the six months to 
June 30 from £155. lm to 
£187m (8309m), beating most 
analysts’ expectations. 

A concerted push for mar- 
ket share, which has 
involved catting prices, 
resulted in a 27 per cent 
increase in new business 
sales to £273m. New business 
is expressed in equivalent 
premium . income, a com- 
monly used industry mea- 
sure. It comprises annual 
premiums plus a tenth of 
single premiums. 

Funds under management 


grew 36.6 per cent from 
£54.6bn to £74.6bn. The 
shares rose 25p to 745p, 
adding to the substantial 
gains that have caused 
L&G’s market value to Jump 
more than fourfold to £9.4bn 
since 1994. 

Mr Prosser said the group 
was committed to organic 
growth. It was benefiting 
from its competitive pricing 
strategy, the exploitation of 
new distribution channels 
such as telephone sales, and 
Investment in information 
technology, which had 
unproved service and effi- 
ciency. 

Roman Cizdyn. analyst at 
Merrill Lynch, said: They're 


delivering the momentum 
and promise. There's not a 
lot can go wrong." 

The company has been 
withdrawing from non-core 
businesses. The sale of its 
Australian aim in July wfl] 
generate a profit of £307m in 
the full-year results. 

The company has not 
increased its reserves in 
respect of pensions mis-sell- 
ing since last year and 
declined to disclose figures. 

Pre-tax profits fell from 
£257.im to £63.7m, after a 
charge of £92m for repur- 
chasing convertible bonds 
and a £3 1.3m decrease 
(£lQ2m increase) in share- 
holders’ retained capital. 


stay mutual 


Reuters acquires Lipper service 


By Tracy Corrigan in New York 

Reuters, the UK-based news 
and Information group, has 
acquired the fund informa- 
tion business of Upper Ana- 
lytical Services, the com- 
pany founded by Michael 
Lipper which pioneered per- 
formance measurement of 
US mutual funds. 

Peter Job. Reuters chief 
executive, said the acquisi- 


tion “will give us access to 
one of the leading suppliers 
of fund information to the 
institutional market and put 
us at the forefront of the 
industry." 

Lipper will become the 
main brand for Reuters' 
push into the funds data 
business. Mr Lipper will be 
chairman, and will remain 
president of Lipper Analyti- 
cal Securities. Upper Advi- 
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sory Services and Lipper 
Consulting Services, which 
are not being bought by Reu- 
ters. 

The deal is “part of a big- 
ger strategy to get into the 
buy side of the industry”, 
said Simon Thomson mar- 
keting director or Reuters 
Europe. Middle East & 
Africa, who will become 
chief executive officer of Up- 
per Analytical Services. 


RESULTS 


Three other recent Reuters 
acquisitions in Europe - 
HSW, Bopp and Qtywatch - 
will be combined under the 
Lipper brand. It is also pur- 
suing other fund initiatives 
in Asia. 

Lipper Analytical tracks 
about 39,000 funds with 
assets totalling S7.000bn and 
employs 300 staff worldwide. 
The value of the cash acqui- 
sition was not disclosed. 


By Christopher Brawn-Homes 

Nationwide, the UK’s biggest 
building society, yesterday 
defeated an attempt to force 
it to convert to a bank by 

t>ip thinnest of maturing 

Members voted by just 
33,700 votes out of 22m - a 
margin of 502 per cent to 
492 pm- cent - to turn their 
backs on windfalls of up to 
£2,000 ($3,300). 

Defeat could have spelled 
the virtual extinction of 
the 200-year-old building 
society movement as 
Nationwide has become the 
standard-bearer for the 
cause. 

While 1,101,887 members 
favoured conversion, 
1,135,597 opposed it, out of 
42m eligible voters. 

Charles Nunneley, Nation- 
wide chairman, said the 
result was a “dear mandate 
to continue with our birild- 
1 mg society strategy”. 

Another conversion reso- 
lution cannot he put for 
three years under Nation- 
wide’s constitution. But 
there is nothing to stop pro- 
conversion candidates stand- 
ing for the board again next 


year. Both defeated candi- 
dates in this year's elections 
- Michael Hardern and 
Andrew Muir - have said 
they are likely to do so. ; 

Mr Hardern said: “It’s not 
a fair victory. The ballot 
form was skewed in favour 
of the board, people were 
leant an heavily in branches 
and many people didn’t 
receive their voting forms." 

Adrian Coles, director gen- 
eral of the Building Societies 
Association, said: “This 
result should be seen as a 
victory for mutuality.” 

Other commentators dis- 
agreed: “Mutuality is weaker 
because the vote is so much 
closer than last year,” said 
one. 

Ken Culley, chief execu- 
tive of the Portman building 
society, said the result was 
“too dose for comfort". 

He joined other society 
executives in urging the gov- 
ernment to look again at leg- 
islation .that would make it 
harder for rebels to force 
conversion votes and have 
their status debated annu- 
ally. The government has 
repeatedly rejected such 
overtures. 
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INVITATION FOR EXPRESSIONS OF INTEREST 
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NITROGEN FERTILISERS INDUSTRY (AEBJU-) SA. 
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atom 1,79320 nr In area. 
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of Koran! 

The company produces nitrogenous (erbSsen (55% nrtrtc add; mbs aiii umm 
34.5-0-0: calcareous nitric ammonia 28-0-0; sulphuric a mmonia 31-0-0 
crysonnai and compound fvbbsere 16-30-0, 20-10-0. 28-144). 24-12-0 
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B*a Offering Mammandura tom Dm offices of the l iquida ti n g company. They 
«na atao have occexi tp any odior Mgimaton ttiey may request and be tide 
to vs* the prgnWK of the company under iqjdatan. 

3. The procedure for conductmg the auction lor the highest bidder wdl be 
puUWiedwatwi aw legal tow Brass and n the same newnpepea m mi** 
Dm present bMtadon has appeared. 

Fior ftetfwr HonaNon, kiumsted parties may apply to ETBA FINANCE SA. 
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Legal & General 


Legal & -General took a big v -Vjy - ■ . . .. 

risk in 1995 when' It started '•> 

cutting prices to win maricet •' 

share, ft has paid offhand- 
someiy. Such a strategy has ' . V- 1 V- 

depended not only on pricing . uj 

but on .. a drive to improve •' -- 

technical systems and .staff - 

productivity. With new bud* . . LWgl 

ness growing even faster in APlf — 

the second Quarter than the • “ 1 1 

first - contrary to general i - 'f . 1 . 

sector expectations for the ' ITS — 4iiU. 

sector - the circle remains a .- -. -Ww|T 
virtuous one. Of course, with , ,. ’ ‘ 

margins being squeezed, prof- a.L ' . • - 1 ^ 

its are not running' as fast as \-.W 

volumes. Ait the achieved ^ . 

profit levtol, which smoothes - r '7 .. 

Ufa profits over the policy term, the advance ms less than 
16 per cent. 

From here on. no one believes that 42 per oast UK new 
business growth is sustainable. The market has thrived on 
consumer confidence - which is past its peak. Extensive 
competition will aggravate the impact of slackening demand 
growth on margins. While it is perfectly plausible that LAG, 
with only Fper cent of the market. Wffijcontinue to outdo its 
rivals, the trick becomes « tougher one. 

Fur the investor, all the good news looks to be In the price, 
which la about twice embedded value - foughly 20 per cent 
ahead o& sa?.. Prudential and Norwich Union. But this 
would not be a stock to selL L&G’s slick mass market 
system looks just right to exploit such new savings products 
as ISAs, and stakeholder pensions. And any. trading slip 
would be countered by predatory interest, 


Til ’ ■■ 


coatings and materials divi- 
sions. While the framer Uni- 
lever businesses have also 
been hit by the Aslan down- 
turn, analysts say their per- 
formance is encouraging. .. 

But as Mr Miller Smith 
said: “We need to drive our 
disposal programme through 
to provide the financial 
headroom to feed our quality 
businesses.". . 


Nationwide 

It is small comfort for Halifax and other quoted mortgage 
banks that Nationwide has hung on to mutuality by the skin 
of Its teeth. Brian Davis and his zealous' crew will keep 
squeezing the gap between saving and borrowing rates to 1.2 
percentage points, or less, grabbing market share. One slim 
hope for competitors is that its days as a mutual are num- 
bered. But why would Nationwide pic, or a new banking 
owner, radically change a successful strategy?. As Northern 
Rode showed yesterday, it is not only the mutuals that can 
compete hard. 

Should Halifax, Alliance & Leicester et al join the margin- 
squeezing fray to protect market share? Only, if they can cut 
costs to protect returns. Otherwise it is the same patient 
game of diversifying their activities, waiting for the right 
deal, and pacifying shareholders with buybacks. 

Willis bid move 


By Chrisfaphar Adams, 

Insurance Cacre sp opdsut 

A leading shareholder in 
Willis Corroon has hit out at 
the £95lm (SlJBbn) offer from 
Kahlberg Kravis Roberts* the. 
US-based* private equity 
fund, for the insurance bro- 
ker. describing it as “inap- 
propriate and inadequate". 

Whitney George, portfolio 
manager at New York-based 
Royce & Associa t es, a fund 
manager specialising in 
smaller company stocks 
which owns 2.4 per cent of 
Willis through ADRs listed 
in New York, said the bid 
undervalued its prospects. 

“I would be delighted if 
someone came in and made 
another , bid." he said. “The 
prospects for tins company 
over the next five years are 
very bright; We’ve been 
robbed of an opportunity 
we’ve been waiting a long 
time for." . 

His comments came 
of the publication of the 
offer document, expected in 
the next few days. This is 


likely to show that Willis 
has. agreed to pay KKR 
about £&ah in compensation 
sbohldf an. alternative bid be 
accepted. 

Willis is to go private 
. under a deal involving five 
*UK and US insurance com- 
panies taking a. stake in the 
group and the company's 
management subscribing for 
shares. 

The cash offer of 200p a 
share is equivalent to about 
$HL40 for ADR . holders. Mr 
George said ah offer of $18- 
$20 would be more accept- 
able. 

Wiffis’ bluest shareholder 
Is PDFM, with 20 per cent It 
has agreed to accept the 
offer, but could accept 
anofiier bid in respect of half 
its shareholding if it were at 
a 10 per cent premium to the 
pyjgHng offer. 

. Other large investors are 
Baltimore-based TRowe 
Price, STI Capital Manage- 
ment of. Florida. Morgan 
Grenfell Asset Management, 
and Prudential. Willis shares 
edged V*p higher to 198p. 


Lasmo set for 
Colombian sale 
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By Robert Coudne 

Lasmo. the large UK oil 
independent is expected to 
announce today the success- 
ful sale of its Colombian 
operations, which it put on 
the block earlier this year. 

Hie deal is expected to 
cover all five of the compa- 
ny’s Colombian .assets, 
which produce about 13,000 
barrels a day from reserves 
estimated at about 40m bar- 
rels of oil equivalent, which 
includes natural gas. A sin- 
gle buyer is said to be 
Involved. 

This year: Paul- Murray, 
Lasmo’s Corporate develop- 
ment - director, said: “ Colom- 
bia Is just not big enough to 
be material to us. as we 

become a larger group." 

Lasmo has. been active in 


the South American country . 
since 1984, . .. 
but Colombia has proved a 
problematic country-, for 
international oil companies, 
given its high crime rate and 
the persistent ^guerrilla war 
being fought in some parts 
of the country- . 

Yesterday Royal Dutch/ 
Shell announced that it too 
had found a way to ifispoae 
of its onshore Colombian 
assets, Which- have been 
transferred to O ccidental of 
the as part of a wider 
global swap arrangement - 

Although neither company 
specifically dted the security 
situation or difficult operat- 
ing conditions as reasons for 
withdrawing from onshore 
Colombia, . many industry 
observers believe they have 
figured in such decisions. 


Utd News shares slip on demerger plan 


By John Sapper 

Shares in United News & 
Media fell yesterday after 
the mprifo group announced 
a plan to demerge Garban 
and Harlow Butler, its 
money and securities brak- 
ing side, in an effort to 
attract an improved rating. 

The shares fell 29p to 866p 
on uncertainty over the 
effects of the loss of cash 
flow from the division, 
winch produced 15 per emit 
of trading profits in 1997. 

The demerger of the divi- 
I sion. to be known as Garban, 
wiD be achieved through a 
distribution of new shares to 


existing United sharehold- 
ers. United will then consist 
entirely of entertainment 
and publishing operations. 

United attempted to 
reassure shareholders by 
pledging that It would main- 
tain its current dividend 
level until it gained cover of 
2£ times. It said the interim 
dividend in the six months 
to June would he held at lip. 

Money-broking has been 
part of MAI - one of two 
groups that .merged .in 1996 
to form United - since It was 
incorporated in 1974. How- 
ever. the operations have 
become less important to the 
company as It has expanded 


tntn media.- . 

Lord HoHick, United chief 
executive, said it hoped to 
gain more investors from the 
US, who were deterred by 
the mixture of money-brok- 
ing and media. “Some inves- 
tors say that they do not 
want a hybrid - they .want 
the pure thing," be said. 

Although money-broking 
still contributes cash to 
United, it is estimated by 
analysts to account fra- only: 
£250m-£300m of its market 
value. Hie cyclical nature of 
broking' earnings numpg 
they are not highly .valued. 

Lord HoDick said the move 
was part of a gradual sharp- 


ening of : focus at the group 
since the merger. He said 
there bad not been any 
approaches for the money- 
broking operations, and 
United bad decided against 
offering them for sale. 

Although cash flow from 
broking had help ed United 
enter broadcasting by 
acquiring Anglia, Meridian 
and HTV, it was no longer 
vitaL “I would , not say we 
won't miss it, but It’s not as 
important -to nsasitonce 
was," ha said. r ■ " 

. United has made disposals 
worth £9 00m . since, the 
merger, and bought ' busi- 
nesses worth ELSbn.- 


Lord Hollick said - it 
remained watehftff for poten- 
tial acquisitions, particularly 
in the US. although prices 
were now at a cyclical high. 

.A number of large US 
wuriiii companies have taken 
steps to crystalHse the value 
of some component .busi- 
nesses, and sell those on the 
periphery. News Corporation 
recently decided to float, its 
Fox film and television 
operations. - 

Dresdner Klein wort Ben- 
son .and Merrill -Lynch' will- 
act as co-sponsors of the 
Garban listing; and Merrill 
Lynch wfll be broker to the 
new- company. 


Notice « hereby given tore toe anri- 
iiraiul dividend on tfw Inch 
Permanent Bunding Society's - 
6\W Bonds IV99 -b payable aa 
1(M| August 1993. Hx record dNc 
for this purpose (as defined to 
Article of ihe Taros and Gnfitiora 
of tie Bonds) ii Z7tb July 1993, 
The Bondi wiB . go eft-dividend an 
10A An pin 1998 and payments 
wfll be posed on 7* Angst (996. . 
Payments will be.effecsd Anwgh 
Bank of Ireland, Registration 
. Department, 4th Poor. .Hume:. 
House. BaOArktoB, ptitia 4, who 

a ito Registrar fix (he issue. 

Flan O ’Sullivan • ; 
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EURO PRICES 




EQUITIES 


Defence gains keep losses in check 


EUROf^oyewiEw 

By Vtoceat Boland 


Hie pan-European equity 
indices were pushed slightly 
lower yesterday by a combi- 
nation of Japanese credit 
worries, some poor earnings 
repents from leading compa- 
nies and continued gloom 
over observations about high 
US stock prices from Alan 
Greenspan, chairman of the 
Federal Reserve. 

The damage could have 
been worse, however, as 
news of a big shake-up in the 
French defence sector gave a 
boost to stock prices in 
Parts, which helped to keep 


Index losses relative] y mod- 
est 

The FTSE Euro top 100 
index closed 10.32 points 
lower at 2 , 986 . 61 , while the 
broader Eurotop 300 index 
fell 5.17 points to L 293 J 30 . 

The Ebloc 100 index of 
shares from founder mem- 
bers of European monetary 
union slipped 4.43 points to 
U 09 & 9 CL 

The chemicals sector 
posted the biggest fall of the 
day - down 2.74 per cent 
after Imperial Chemical 
Industries of the UK posted 
disappointing first-half prof- 
its. ICI shares fen Ecu 2 to 
Ecu 1 L 60 and weighed on 
the sector. BASF of Ger- 


many dropped Ecu L 3 to Ecu 
43 J 57 . 

BMW, Germany's luxury 
car maker, also posted disap- 
pointing profits, sending its 
shares tumbling Ecu 5&8 to 
Ecu 863.73 and pushing the 
automobile sector 0.56 lower. 
Volkswagen lost Ecu l£ to 
close at Ecu 90.05 while 
Peugeot fell Ecu 25 to Ecu 
135 . 79 . 

But defence stocks were 
boosted by plans by France 
to restructure its military 
industry through a merger 
of Aerospatiale and Matra 
with Dassault Aviation. 

That promised to give a 
boost to the consolidation of 
Europe's defence industry 
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and lifted the share prices 
across the sector. 

Lagaid&re, one of the main 
beneficiaries of the link-up, 
rose Ecu 2.7 to Ecu 44.13 and 
Thomson-CSF gained Ecu L 5 
to Ecu 34 . 16 . 

Analysts said that the gov- 
ernment-sponsored move 
would help Europe compete 
with the US. 

Shares in some of Europe's 
other defence groups rose on 
talk that one or all of thaip 
could be potential partners 
of the new French alliance. 

Daimler-Benz, parent of 
Germany's DAS A. gained 
Ecu &3 to Ecu 92.65 and Brit- 
ish Aerospace rose Ecu 2 to 
Ecu 7 . 25 . 
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INTERNATIONAL CAPITAL MARKETS 


Gilts fall on oversupply worries 


BONDS 

By Jerany Grant tn London and 
Waters b New York 

European prices ended 
largely unchanged in unin- 
spired trade but gilts were 
lower on oversupply worries. 

Attention swung back to 
political developments in 
Japan, with Federal Reserve 
c h ai rm a n Alan Greenspan's 
testimony to Congress out of 
the way and fears subsiding 
over a revival of the interest 
rate debate in the US. 

The Bundesbank, as expec- 
ted, left German interest 
rates unchanged at its regu- 
lar meeting. Investors are 
likely to refocus on move- 
ment on the dollar /yen 
exchange rate, analysts said 
and tone was still fundamen- 
tally supportive. 


“Bonds were struggling to 
make further headway. But 
the theme globally is stQl a 
relatively positive one; the 
Ge rmans have inflation 
under l per cent and the 
Bundesbank has packed its 
holiday buckets and spades, 
leaving rates unchanged,' 1 
said Kit Juckes, head of 
bond and currency strategy 
at NatWesL 

The bank is on holiday in 
August but some traders say 
it may take action on rates 
in September or October, 
after It returns to work. 

The yen came under pres- 
sure yesterday after Moody's 
Investors Service said it bad 
placed Japan's sovereign 
credit rating on review. But 
that failed to give European 
bonds the lift that would 
normally have been expected 
from such a move. 


US TREASURY prices 
failed to sustain an early 
advance, despite a rise in the 
dollar towards the top of its 
month-long trading range 
against the yen. 

The dollar's overnight 
bounce, lifting the US cur- 
rency above Y141, came on 
the back of the Moody's 
action on Japan. That helped 
lift the 30-year bond nearly 

half a point. 

With little other news to 
sustain the advance, how- 
ever, the market returned to 
its recent listless mood. 

By early afternoon, the 
long bond had fallen harfc to 
106ft, a rise of ft on the day 
before, putting the yield at 
5.68 per cent 

Shorter-dated issues were 
largely flat, with the five- 
year note unchanged at 99g, 
yielding 5.469 per cent. 


"As far as US Treasuries 
are concerned it’s going to 
be as much a function of for- 
eign exchange markets as 
anything else. I suspect it'll 
be the doHar/yen that should 
dictate direction for bonds in 
the nest couple of days,” 
said Jeremy Hawkins, at 
Bank of America. 

UK GILTS were subdued 
amid concerns that UK gov- 
ernment spending plans 
might require it to return to 
the markets with heavy bor- 
rowings. 

Recent jitters over the pos- 
sibility of another Interest 
rate rise had evaporated, at 
least for now, analysts said. 

Neil Parker, treasury econ- 
omist at Royal Bank of Scot- 
land, said gilts were unaf- 
fected by global bond 
influences yesterday and 
were looking to today's 


release of UK gross domestic 
product growth figures with 
some nervousness. / 

The September lb-year gilt 
future settled down 0.01 
points at 1Q8JJ3 in heavy vol- 
ume of 60,000 contracts 
traded. In the cash- market 
the spread between the 
benchmark gilt and ■ bund 
contracts narrowed by one 
basis point to 133 points.' 

GERMAN BUNDS traded 
in a tight range with the 
Bundesbank's decision- on 
interest rates attracting 
little attention. However 
there was some short-lived 
support from the Moody's 
decision on Japan, traders 
said. 

The September 10-year 
bond future settled down 
0.01 points at 10&03 in vol- 
ume of 400,000 contracts 
traded in Frankfort . 


Italy in 
sterling 

INTERNATIONAL BONDS 


New international bond issues 


Amat Coupon Moo lbtii+(y Fm 


By Jeremy Grant 
rod Edward Luce 


The sterling sector kicked 
into life yesterday with long- 
dated Issues from the Repub- 
lic of Italy and Anglian 
Water, both reflecting grow- 
ing interest among European 
institutions in the higher- 
yielding UK currency. 

Italy made its first return 
to the sector since 1989 with 
a £30Qm. 30-year bond that 
was designed to broaden its 
investor base. 

Issuers have recently 
started taking advantage of 
the UK’s decision to cut back 
on government funding 
through the bond market. 
That has sees supply in the 
longer-dated sector become 
scarce and the 30-year gilt 
has been expensive for many 
investors as a result. 
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About 60 per cent of the 
paper was taken op by UK 
institutions and the rest 
went to continental Euro- 
pean investors. 

ANGLIAN WATER’S 
£20Qm offering was the latest 
in a series of utility bonds in 
the starling sector and was 
priced in line with a similar- 
dated bond issued by North- 
umbrian Water. 

The 25-year offering, 
priced at 88 basis points over 
the 2021 gilt was Anglian’s 
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third bond and carried its 
longest maturity to date. 

Elsewhere, the SLOVAK 
REPUBLIC added to its five- 
year D-Mark offering with a 
DM200m issue. 


The bond, which how 
totals DMlbn. is seen as an 
emerging market benchmark 
in the German currency. 

“It has tightened in since 
it was first launched in the 


spring which is quite an 
arrrnnpite’hnwit considering 
what has happened in Rus- 
sia." gaid an official at Com- 
merzbank, joint lead man- 
ager Nomura. 


Simex set 
to steal 
Kloffe’s 
thunder 

By Stefa McNulty 
h Koala Lumpir - 


Malaysia's futures' exchange 
is likely to lose business 
whoa Singapore introduces a 
futures contract based’ on 
the performance of shares 
traded cm the Kuala Lumpur 

Stock Exchange. 

The Kuala Lumpur 
Options and Financial 
Futures Exchange (Kloffe) 
had a hard time generating 

interest when it started -two 
years ago. Malaysians had 
difficulties with the new con- 
cept and it was hard to lure 
them, from Investing directly 
in shares while the boom 
was pushing prices higher. 

Now, analysts say, inves- 
tors are keen to put money 
in futures, where they can 
bet an how the Asian crisis 
will affect the KITE’S bench- 
mark Composite Index, and 
make profits even as their 
share prices collapse. 

The Singapore Interna- 
tional Monetary Excha n ge 
(Simex} said in May It would 
develop and trade futures 
and options contracts based 
an the Dow Jones Malaysia 
and Thailand stock indices. 

John -Duggan, Kloffe chief 
op e ratin g officer, was disap- 
pointed at the time but the 
KLSE recently took over 
Kloffe to improve the man- 
agement and administration 
of the futures exchange. 

Mohamed Azlan Hashim, 
KLSE executive chairman, 
now says he welcomes the 
competition from the Simex, 
Which p bu iF to launch the 
KLSE futures contract by 
November, 

However, analysts say 
Malaysia is likely to lose the 
contest If investors are 
offered the same futures con- 
tract in Singapore and Mal- 
aysia. they will most likely 
trade in Singapore with its 
better regulatory framework. 



US EXCHANGES CONSOLIDATION ^ CONTINU ES 



fa Nfldd Tait to Chicago 


Consolidation among 
financial exchanges took 
another stride forward yes- 
terday as the Chicago Board 
Options Exchange, the larg- 
est options market, and the 
Pacific Exchange, the third 
biggest options market in 
the US,, announced they had 
agreed to mage. , 

Together, the two institu- 
tions will handle about 66 
per cent of all US securitles- 
based options trading, and 
about 60 per cent off options 
trading in individual stocks. 

This will keep the com- 
bined organisation comfort- 
ably ahead of the American 
Stock Exchange, currently 
number two to the CBOE. 

The Am ex recently bol- 
stered its options business 
by acquiring the Philadel- 
phia Stock Exchange, in 
spite of a rival bid from the 
CBOE. and is also merging 
with the National Associa- 
tion of Securities Dealers. 

Yesterday’s agreement in 
principle between the CBOE 
and tiie Pacific Exchange fol- 
lows three sets of negotia- 
tions in recent years, the 
deal is subject to approval 
from both memberships and 
will require a two-thirds vote 
in favour at the PCX. 

Under the deal, the Pacific 
Exchange win keep a trading 
floor in San Francisco, while 
seats at the CBOE and the 
PCX win continue to trade 
separately. 

The CBOE will support the 
PCX’s plans to build a new 
trading facility in San Fran- 
cisco's South of Market 
neighbourhood, and options 
issues will be allocated 
between the two floors. 


agree 


In spite of the separate 
trading facilities, the com- 
bined entity wilthave a star 
-gle board of directors and 
Bill Brodsky, the CBOE 
r hfii r™" n i wfll be drier exec- 
utive. 

The PCX’s equities trading 
business will not form part 
of the merged, group in the 
medium term. Over the next 
18 months, according to Rob- 
ert Greber, PCX chairman, 
the will be to “find a 
viable mechanism for our 
members to trade outside 
this organisation’*. 

Already, there have been 
rumours that this side of the 
Pacific Exchange could link 
up with either Nasdaq or 
other regional exchanges. 
Another suggestion Isthat 
the CBOE, plus the PCX 
could eventually look to 
some form of consolidation 
with the giant New York 
Stock Exchange. 

Mr Brodsky declined to 
ciywmpnt on that possibility 
yesterday, saying the. 
exchanges "had a lot on our 
plate now".- However, he 
added: "That doesn't pre- 
clude conversations In the 
future." 

Both institutions stressed 
the consolidation was being 
driven largely by the pace of 
technology change, estima- 
ting that by combining their 
efforts on this front, they 
could save around $3Qm over 
the next seven years. 

Although both retain trad- 
ing floors, they are already 
fairly automated, with 80 per 

cent of the CBOE’s order 
inflow rnmtn g electronically. 
At the PCX, the figure Is 
even higher on the equities 
trading side, but only about 
20 per cent in options. - • 
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CURRENCIES A MONEY 


Yen gains on talk of Fed bill sales 


By SbBOQ Knpsr 

The yen rallied late 
yesterday on a rumour that 
the OS Federal Reserve was 
helping the Bank of Japan to 
prepare an intervention for 
the Japanese currency. 

Some traders said the Fed 
had sold Treasury bills on 
behalf of a foreign central 
bank. Many took this to be 
the Bank of Japan stocking 
up on dollars to sell in the 
market. Today the Liberal 
Democratic Party is due to 
elect its new president, 
expected to become prime 
minister later this month. If 
Keizo Obuchi, the frontrun- 
ner, wins the vote, there 
could be a run on the yen, 
and the Bank of Japan migtit 
intervene to counteract that. 
However, as 4CAST. the eco- 
nomic consultancy, noted, 
the bank is hardly lacking in 
dollars to sell as things 
stand. 

Others said that if the Fed 


were indeed selling T-bills, it 
mi gh t be on behalf of the 
Bank erf Canada. The Cana- 
dian dollar has been sinking 
steadily to ever new record 
lows, and it would be no sur- 
prise if the central bank 
decided to intervene for its 
currency, said Nick Parsons, 
foreign exchange strategist 
at Paribas Capital Markets 
in London. A rival rumour 
was that a US investment 
bank bad been selling yen. 
With little hard news around 
and August approaching, 
trading was thin 
The yen had dropped ear- 
lier in the London day after 
Moody's, the rating agency, 
said it was reviewing 
Japan's credit rating. That 
hit Japanese stocks and 
dragged the yen down below 
Y142 against the dollar. But 
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the yen recovered almost Yl 
after tbe rumour of the Fed’s 
T-biD sales emerged. 

■Hie yen closed in London 
Y03 down against the dollar 
at Y141.3. It has now lost 
Y2.4 In the last three days. 

■ The D-Mark firmed late 
yesterday after the Bundes- 
bank hinted that it might 
have to raise interest rates 
later this year in order to 
ward off inflation in the 
future Eurozone. As expec- 
ted, the bank's council left 
German rates unchanged 
yesterday before disappear- 
ing, on a four-week summer 
holiday. In late US trading 
the D-Mark stood at DML786 
to the dollar, 05 pigs up on 
Wednesday’s London close. 

Carl Weinberg, chief econ- 
omist at High Frequency 
Economics in New York, 
warned that Russia's debt 
problems may yet unsettle 
the D-Mark. “The perception 
in the market right now is 
that Russia is fixed,” he said. 
The international Monetary 


Yen. 

Tad D u ni te d Mac 



Fund agreed this week to 
pay Russia $4.8bn of an 
$ll. 2 bn support loan, and 
ABN -Amro said that took 
Russian foreign exchange 
reserves to $l&8hn. a level 
last seen at the end of 1997. 

However. Mr Weinberg 
said no one knows whether 
Russia has enough to pay its 
debts that become due in 
August, let alone for later 
months. “Tbe economy is 


hardly getting any better 
and their debt profile is 
huge,” he said. “The implica- 
tions of a Russian meltdown 
would be a flow out or Euro- 
pean assets." ABN-Amro is 
cautious ioa. 

■ Every now and then the 
currency market embraces 
the Great Man Theory of 
History: that one person can 
change the course of events. 
Hie debate ahead erf today's 
LDP election in Japan is a 
case in point. Market strate- 
gists said that if Mr Obuchi 
were to win, Japan’s econ- 
omy would remain stuck, 
whereas if Seiroku Kajiyama 
won, it might start to move. 

Desmond Lachman, bead 
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of emerging markets 
research at Solomon Smith 
Barney in New York, says 
that in real life things do not 
work like that. Japan’s prob- 
lems are deep-seated. Who- 
ever is elected will not cre- 
ate an economic boom any 
time soon. It is foolish to 
expect a new dawn now. 
says Mr Lachman. 

As “dawnist" hopes dimin- 
ish, the yen could suffer. 
That could hit other Asian 
currencies, says Mr Lach- 
man. because their economic 
fundamentals have been 
worsening. “Asian reces- 
sions are deepening, so you 
don’t know how long govern- 
ments are going to hold on 
to orthodox policies.” 

■ Today could be the busi- 
est day of a quiet week. The 
market can grapple with the 
vote in Japan, the UK’s 
gross domestic product fig- 
ures Tor the second quarter - 
expected to show a sharp 
slowdown - and, perhaps, a 
rate cut by the Bank of Italy. 
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The Export-Import Bank of Japan 

(Incorporated under the Export-Import Bank of Japan Lazo) 

Euro 500,000,000 

4$/s%- Guaranteed Bonds Due 2003 

unconditionally and irrevocably guaranteed as to payment of principal ami interest by 

Japan ( 

Issue Price: 10135 % 


PARIBAS 

MERRILL LYNCH INTERNATIONAL 
ABN AMRO 

barclays capital 

CDC MARCHES 

CREDIT SUISSE FIRST BOSTON 
DAIWA EUROPE LIMITED 
DEUTSCHE BANK AKTTENGESELLSCHAFT 
GOLDMAN SACHS INTERNATIONAL 
HSBC MARKETS 
I. P. MORGAN & CJE SJL 
MORGAN STANLEY DEAN WITTER 
NOXO EUROPE PLC 

SALOMON SMITH BARNEY INTERNATIONAL 
TOKYO-MITSUBISH1 INTERNATIONAL PLC 
WARBURG DILLON READ 







NOTICE TO HOLDERS OF EUROPEAN DEPOSUARYRSCBPTS IN 

SHARP CORPORATION 
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SSffdrtctte ai toe «^e?2oi ot toe' jHJBSntt M ran o« awr. 
E P R -— ims 15% Japanese lees 00 % Japanow 

vSSSSSS sS« -*gSP , “ 


NCmOETO HOLDERS OF EUROPEAN OEPOSTT ARY RECHPTsTh 
NIPPON SHRtPAN CO. LTD. 

EDRhcHere sb rtormedol a CkwdBte id nodere o< record oats Uarchtt. >991 Tr» 
case dividend payaMe ^ Vrin d 0 per common OK* or Von SO 00 per dime EOfl 
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hexwU ol dre 1 educed uermokwig irua Fatanp ioobm ol a ratal alkdave Japanese tax 
w«l oe deduceadardw me <ri 20^. at me press rrtwwpavabta. Tiw Urate otar. 
win also M mated » any dwretonfl dduned ate Sbc«m™i 30. 1991 

FDR Grew; 

ETenonxnaton Dndmd 
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Depowray. CWrank. 14A. Aflenc paarfc._HA. 

5 Carmekte Street. 5 CarrnMw Street 

London EC4Y OPA London EC4Y OPA 

2 *. nse 

Deposnary Catoarta. NA . Apenr Cawana 

S Cannrte Soeet. sCatmetoe Street. 

London EC4Y OPA LoncWn EC4V OPA 

AilKSJ. tone 






BUSINESSES 
FOR SALE 


Tuesday, Friday and Saturday. Far 
tatbar UnmaOon, or to a dwa tto a In 
ttw aaettan, ptean contact 
manoa rrtKluatzpufn on 
44400.718734874 
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COMMODITIES & AGRICULTURE 


Signs of renewed Zambia copper talks Oil lower 


By Gary Mead 


Tfillo are though t to have 
resumed between some of 
the parties over the aborted 
sale of Zambia’s two most 
important copper mines, the 
Nkana and Nchanga 
part of state-owned Zambia 
Consolidated Copper Mines. 

Kafue, the International 
consortium bidding for the 
mines, collapsed last month 
alter the Zambian govern- 


ment rejected Kafne's offer 
worth |Llbn for 94 per cent 
of the two Twin PS 

The consortium comprised 
Noranda, the Canadian natu- 
ral resources group; Phelps 
Dodge, the US copper pro- 
ducer; Avmin, the South 
African mining group; and 
the UK’s Commonwealth 
Development Corporation, 
the finance institution. 

The talks collapsed after 
15 months because the 2am- 


blan government wanted a 
bigger cash element included 
In the deal. 

However, one of the par- 
ties Involved, in the Kafue 
consortium told the FT yes- 
terday that although it was 
not public knowledge that 
there has been a resumption 
of tyUpi, “we think there has 
been". 

Zambian sources reported 
this week that Edith 
Nawakwi, Zambia’s finance 


minister, had travelled to 
Canada and the US to meet 
representatives from Nor- 
anda and Phelps Dodge. 

Nkana and Nchanga 
account for about two-thirds 
of the output of ZCCM. 
which is responsible for SO 
per cent of Zambia’s foreign 
earnings and 26 per cent of 
hs gross domestic product 

The main elements of 
Kafue’s final offer, made on 
May 28, were an initial cash 


payment to ZCCM of $13 Xm; 
the assumption, of of 
long-term debt; copper and 
cobalt price participation 
agreements totalling Ji50m; 
an initial working capital 
investment of $76m; and a 
five-year capital investment 
programme totalling S7DBm. 

According to copper indus- 
try analysts, it Is unlikely 
that the consortium will 
increase its off®-, as global 
copper prices are much more 


depressed than in June and 
the threat -of a long-term 
oyersupply of copper is 
much greater, given the eco- 
nomic slowdown currently 
affecting Asia. - 
However, there is a degree 
of urgency on the part of the 

Tamilian gn ronrmBnt , which 
is keen to restore the coun- 
try’s copper production to 
somewhere, near the 1970 
peak of 750,000 tonnes, from 
less than half of that today. 


Diamond miners find fresh 
prospects in Mauritania 


Manrn^ mating 



Unusually, many gem -bearing kimberlite deposits in the north of 
the country are on the surface, writes Kenneth Gooding 


WESTERS 

SAHARA 


L uc Rom bouts is explain- 
ing why he has been 
exploring for diamonds 
In Mauritania. He says the 
world's big diamond mines 
recover the gems from a vol- 
canic rock called kimberlite. 

These diamond-bearing 
kimberlite volcanoes are in 
the oldest parts of the conti- 
nents and all the kimberlites 
worth mining so far are 
located on Archcan cratons, 
which are the oldest parts of 
the earth's crust, formed 
more than 2£b& years ago. 

Most Archean cratons 
have been explored for dia- 
mond-bearing kimberlites, 
the Slave craton of northern 
Canada being the most 
recent success story. BHP of 
Australia and Rio Tinto, the 
Anglo-Australian group, will 
shortly produce the first gem 
diamonds there. 

In northern Mauritania 
there is a craton - the 
Reguibat - of Archean age 
but until recently it has not 
been explored for diamonds. 

Mauritania is twice the 
size and has twice the popu- 
lation (2.4m) of Botswana, 
the biggest gem diamond 
producer by value. It has a 
similar climat e and much of 
the country is desert. 

Mr Rombouts says explor- 
ing for diamonds is easier in 


Mauritania because, whereas 
most kimberlite volcanoes 
are buried by up to 80 
metres of Kalahari sands. 

many in Mauri tania are OD 

the surface. 

Mr Rombouts heads the 
exploration team for Rex 
Diamonds, a Toronto-listed 
company that mines dia- 
monds in South Africa and 
is searching for more stones 
elsewhere in Africa. 

It is not the only company 
exploring In Mauritania. 
Ashton Mining, the diamond 
arm of Malaysian Mining 
Corporation, is also there. La 
Source, part of Normandy 
Mining, Australia's biggest 
gold producer, is exploring 
for gold, and a number or 
other Australian groups 
have won licences. 

N’Gaide Lamin a Kayou. 
Mauritania’s minister of 
mines and industry, said 
recently 19 prospecting 
licences for gold had been 
issued, 12 for diamonds , and 
12 for other minerals - 
Including iron, copper, salt 
and phosphate. 

The West African Islamic 
republic has been a demoo- 
racy since 1992 and Mr 
Kayou says that with some 
guidance from the World 
Bank, it hag since then, 
“made every endeavour to 


promote the mining Industry 
and create favourable condi- 
tions for I nv estment by the 
private sector”. 

The country is no stranger 
to mining iron ore, about 
tam fnnnps a year of which 
Is mined by the State Com- 
pany for Industry and Min- 
ing (.SNIM), remains a big 
source of income, accounting 
for about 11 per cent of gross 
national product and 40 per 
cent of exports. 

Unlike other African coun- 
tries. Mauritania is not using 
its state-owned mines simply 
as a cash provider. Mr 
Kayou says SNIM invested 
$43m last year and will 
invest S72m in 1998 on 
expansion, particularly pelle- 
tisation projects. Develop- 
ment for other minerals is 
still at a preliminary stage. 

The government's determi- 
nation to develop the mining 
sector has received approval 
from the industry. 

“In terms of investment, 
Mauritania now offers a 
number of incentives, politi- 
cal and financial stability, 
an adequate legal frame- 
work, liberal economic poli- 
cies, tax incentives and 
exemptions, and a readily 
trainable labour force,” says 
Mining Journal In its annual 
review of African mining . 
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SNDVTs iron ore mine at 
Zouerate is a bonus for Rex. 
Ore is sent by rail to the 
Atlantic port of Nouadhibou, 
650km west, and the railway 
line follows the spine of the 
Reguibat craton where Rex 
is exploring. On the return 
trip the rail cars bring sup- 
plies, food and water to 
Zouerate, a town of 40,000 
built tO sustain the min e 
Rex started exploring a 
year ago with airborne mag- 
netic surveys. Kimberlites 
are often weakly magnetic 


and sometimes can be 
detected by these surveys. 

Mr Rombouts says in 
northern Mauritania it was 
decided to fly over the Taou- 
d»ni B asin and the Archean 
“basements” following lines 
400 metres apart “The phi- 
losophy being that Umbo-- 
htes tend to occur in clusters 
and that picking up at least 
one anomaly may lead the 
way to finding more individ- 
ual kimberlites within a 
cluster after detailed fol- 
low-up work.” 


Rex has also been on the 
ground sampling for miner- 
als such as garnets and 
flmenites, which are more 
abundant thaw diam onds. 
They can show a kimberlite 
Is close and are dubbed 
“indicated minerals''. 

So far more than 1,200 
samples have been taken, 
each eventually reduced to 
less than a kilogram and 
sent overseas for examina- 
tion — «v»«*h “indicator” grain 
is analysed by electron 

microprobe. 
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despite fall in 
Iran exports 


MARKETS REPORT 

.•..MaiiiOTisi 

By Gary Mead 


Oil prices showed no sign of 
eluding the overwhelming 
weight of global inventories 
yesterday. 

News that Iran’s exports of 
cmde oil have been reduced 
by 325,000 bands a day in 
July was shrugged off by 
traders. In later trading the 
September Brent crude oil 
contract on the International 
Petroleum Exchange was 12 
cents lower at $12.75 a bar- 
rel. ■ " 

With US stocks of crude 
oil at 340m barrels and distil- 
late hid stocks at their high- 
est summer level since the 
Gulf War, there is little 
immediate prospect of any 
rally in prices. 

Analysts now expect little 
upward movement before 
October; and that is depen- 
dent upon the Organisation 
of Petroleum Exporting 
Countries, sticking to its 
promised production, cuts. 

On the London Interna- 
tional Financial Futures 
Exchange, cocoa futures 
were again range-bound, the 
September contract closing 
just £2 higher at £1,075 a 
tonne. 

Traders. reported a slight 
resurgence of buying inter- 
est but the market continues 
to be clouded by reports of 
abundant rainfall In west 
Africa, which will tend to 
produce greats, than expec- 
ted yields. 

In Its daily commodity 
report, broker GNI said if 
the high rainfall persisted 
until the. of the. month 
“there is little reason to 
expect cocoa to rally from 
here for the next six months, 
and it could possibly dip to 
£900”. 

Els e where on Ufte, coffee 
futures were also quiet. The 
September contract ended $4 
higher at $lv575-a tonne. 


On the London Metal 
Exchange, copper t r a d i ng 
was again dun, the three- 
month price closing 
unchanged. at $1,710 a tonne. 

fouc performed rather bet- 
ter. finishing at $1,099.50 ft 
tonne, up $3X50. but trade 
sellers came into the fray 
above |1,100 and prevented It 
from climbing further. Stock 
declines in LMB warehouses 
assisted not only cine but 
also aluminium, which 
dosed $1550 a tonne higher 
aC *1^8150. ' 
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Global aluminium con- 
sumption is set to benefit 
more than other base metals 
from any economic upturn, 
according to analysts. 

Anthony Bird and Associ- 
ates said: “Aluminium's 
abort-term competitive posi- 
tion is excellent. That means 
that when a recovery finally 
arrives, aluminium demand 
should rise strongly. We 
expect this to happen from 
late-1999 onwards.” 

Bird forecasts surpluses of 
aluminium this year and 
next, with about 500,000 
tonnes of metal in undis- 
closed stocks. But It also 
expects a "new supply -de- 
mand deficit in 2000. In 2001 
the deficit will become much 
heavier, and the market will 
start to become tight.” 



CROSSWORD 

No.9?742 ~Sef by ARMONIE 



ACROSS 

1 To fool about in spy art- 
work is a bloomer (7) 

0 Girl one found in volume of 
great work (7) 

9 A course served In Nova 
Scotia (5) . 

10 Virginia's deceptively 
• leal sit with sweetheart <9) 

. 11 Maybe settle beside a new 
church (91 

12 Indentation applied to 
climber's equipment (5) 

13 Uproar about island air- 

• . port? (5) ■ .. 

15 S timulan t given to a 
pa tient of this type (5,4) 

18 Orchestra members cried, 
being exposed to 20 (9) 

19 Inspect a couple of cars (5) 
21 Without starting to fight, 

submit to the cutoff (5) . 
23 Carpet the street in blos- 
ecan ( 9 ) 

. 25 Soldier holds- dishes con- 
taining eastern colouring 

matter (9) 

26 Given church land bishop 
bursts into sang (5) 

27 A function where Hazel 

• gets a man (7) : _ 

28 Withdraw soldier's disser- 
tation CO 


5 Student in pothole is to 
give birth in beastly fash- 
ion (5) 

6 Sleep in a container on a 
mountain (9) 

7 Having no money family is' 
thrown in the street (5) 

8 Prefers to be in church to 
carry out absolution (7) 

14 Former Welsh rite is 
restored (9} - 

16 Chic k en hides under giwfe 
in commercial novel (9) 

17 Classical female - n»wn*j 
Dora, oddly enough (9) 

18 Golf club rebuffed print 
maker (7) 

20 Screen protects European 
representative from storm 

on 

22 Scholar has to Study philos- 
opher (5) 

23 Sovereign tucking into buf- 
fet gets beUy-ache (5) 

24 A number appreciate ver- 
mouth (5) 

Solution 9,741 


DOWN 

r This will help prisoner 
.' grapple with gradient (7) 

2 Agree to one playing 
instrument (9) 

3 Draw dismasted ship (5) 

4 Coming upon river enter- 
prise (9) • . 
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LONDON STOCK EXCHANGE 


Profits warnings pile more pressure on equities 


By Steve Thompson, 

UK Slock Market Editor 

A substantial two-way poll 
developed In London's 
equity market, with the 
bears just managing to 
emerge triump hant over the 
bolls and the fTSE 100 fin- 
ishing a ragged, tense ses- 
sion with a minor loss on 
balance. 

The market’s woes still 
stemmed from the threat of 
a rise in US Interest rates as 
the worrying comments on 
US inflation from Alan 
Greenspan, chairman of the 


US Federal Reserve, contin- 
ued to plague Wall Street 
The Dow Jones Industrial 
Average finished 60 points 
off overnight but took a sub- 
stantial dive after London 
closed yesterday, falling 
mere than 120 paints. 

But what really sent the 
London market reeling early 
yesterday was a sequence of 
profits warnings from same 
of the UK market's leaders. 
To the fore were I Cl and 
Boots, and there was more 
bad news on the profits front 
from some of the second- 
liners and small caps stocks. 

But as the pressure was 

seen to lift on the leading 


stocks, where the rally in 
the market tended to be con- 
centrated on the flnanclalfi, 
specifically the banks, there 
was an intense bout of sell- 
side pressure on the second- 
liners and to a slightly lesser 
degree the smaficaps. 

As the curtain came down 
on a market still struggling 
after two days of exception- 
ally heavy losses, the FTSE 
100 was left with a 13.4 
decline at 5^76 J2. 

That relatively sedate fin- 
ish to the day masked some 
erratic movements. The 
index tumbled more than 64 

points in mid-morning as 
worries about US interest 


rates and the impact of the 
profit warnings from Id and 
other leading stocks com- 
bined to unnerve the mar- 
ket. 

But - the real downside 
pressure impacted on the 
second-liners where the 
FTSE 250 index, which 
resisted much -of the down- 
side pressure that hit the 100 
index on Wednesday, reeled 
back to finish the day a net 
86.4 or 1_5 per cent off at 
5,572.9. the day's lowest 
level. ' 

Similarly, the FTSE . Small- 
Cap was always under pres- 
sure and finished the day 
only a fraction above its low- 


est leveL It closed a net 202 
Off at 2^500. . 

The shift in senti- 

ment, around midday, was 
triggered, according to deal- 
ers, by Nationwide policy- 
holders, who voted narrowly 
to retain mutual status. That 

move saw a sudden burst of 
buying interest, across the 
banking sector. 

Specialists said the Nation- 
wide decision had taken 
some of the competitive 
threat out of the market 
Dealers said fund ma n ager s 
Rad been putting cash aside 
to buy into the Nationwide 

and with that threat now 
largely dissipated they bad 


to re-lnvest the cash into 
other banking- stocks. 

The sector was also being 1 
driven ahead by the prospect 
of substantial dividend 
increases as the results Sea-, 
son u n fo lds. 

Northern Rock's results 
were well received and 
dealers said tiie marks! was 
pricing in some very big 
dividend increases, notably 
from Lloyds TSB, the 
market’s most highly rated 
bank and where a 25 per 
cent increase, in the interim 
payment is being talked 
about. . 

Turnover reached . 926 . 1 m 
shares. 
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ICI down 
on profits 
warning 

COMPANIES REPORT 

By Joel Kbazo 
and Jeffrey Brawn 

Market specialists were busy 
looking for the next big prof- 
its warning after ICI 
unnerved the market with a 
warning on second half fig- 
ures. 

The international chemi- 
cals group said the economic 
problems in Asia, strong 
sterling and the downturn in 
bulk chemicals is likely to 
lead to lower second-half 
profits. 

The news came as the 
company unveiled interim 
pre-tax profits before excep- 
tional of £197m. up from 
£I60m last time, and just a 
month after analysts slashed 
profit forecasts following a 
second-quarter trading 
update. 

Telephone briefings with 
analysts had left the market 
expecting full- year profits of 
£500m for the bulls of the 
stock and £400m for the pes- 
simists. 

Yesterday’s statement 
proved even the bears had 
been wildly optimistic and 
triggered the second wave of 
profit downgrades in four 
weeks. The company's fail- 
ure to achieve a reduction in 
gearing through disposals 
was an additional concern in 
an already nervous climate. 


The shares tumbled 131 or 
14.4 per cent to 780p, by far 
the worst performer in the 
FTSE 100. Volume was also 
heavy, reaching 14m by the 
close. CSFB, joint broker to 
ICL was said to have pre- 
dicted the shares could fall 
as low as 750p and urged cli- 
ents to avoid the stock. 

But long-term critic Mar- 
tin Evans at Sutherlands is 
even more negative and he 
believes the stock could fall 
to 700p. His current year 
profits forecast was at the 
bottom of the range and yes- 
terday he chopped another 
£lOOm off that figure to 
arrive at a new lowly esti- 
mate of £30Gm- 


FT 30 INDEX 


He said: “An awful sense 
of dfta vu is creeping into 
the market perception of ICI. 
Despite the radical restruct- 
uring of the last year, the 
volatility of the earnings is 
reminiscent of the problems 
seen in the last two trade 
cycles." 

In sympathy. BOC fell 20 
to 840p, Inspec surrendered 
20 to 236’4p while Kalon 
gave up 8'/i to 112p. Also in 
chemicals. BTP, which also 
talked about the impact of 
Asia at Its annual meeting, 
fell 36« to 476V4p. 

The company said that it 
was proceeding with the sale 
of its safety equipment divi- 
sion and has received 
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EMU? 

ERM? 


URL... www.FT.com 


FT.com’s EMU special report 

If you need to know about the future of European business. 
FT.com is the natural place to go. The top European site for 
business news, it offers daily updates of its EMU special report. 
As for finding out what you could really buy for a Euro, just use 
FT.com’s online currency convertor. 


FT.com: where information becomes intelligence. 
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a number of approaches. 

Dealers expect the former 
building societies will be the 
main beneficiaries of yester- 
day’s decision by Nationwide 
Building Society members 
against the company's con- 
version to bank status. 

Specialists said institu- 
tions had held on to funds to 
invest in Nationwide in tiie 
event of the building society 
converting itself into a retail 
bank. Those funds were now 
expected to find a home in 
the former building societ- 
ies. In a sector that has been 
under pressure in recent ses- 
sions. shares in Abbey 
National hardened 32 to 
£10.93 while Alliance & 
Leicester improved 17 to 
860p. Woolwich gained 8 to 
334p while Lloyds TSB, also 
active in the mortgage mar- 
ket, rose 22 to 89%. 

Rocky Northern 

Shares in Northern Rode 
slipped hack as analysts 
gave a mixed reaction to the 
company’s interim results, 
dealers said. They closed 5% 
off at 526fcp. 

Panmure Gordon wassaid 
to have advised clients , to 
seD the stock or switch into 



the Royal Bank of Scotland. 
SG Securities is believed to 
rate the stock a “weak hold". 
However HSBC Securities 
was reported to he positive 
on the stock while ABN 
Amro was said to . have 
upgraded Its recommenda- 
tion to "buy” from “under- 
valued'’. KBS gained 31 to 
£10.40. 

A downbeat note from 
Merrill Lynch advising 
investors to avoid US manor 
factoring stocks added to the 
bad news already piling op 
at British Steel following 
Wednesday's annual meet- 
ing. 

British Steel had warned 
flint business in the US awH 
Europe could be hit later 
this year by cheap imports 
from Asia. The shares came 
off per cent yesterday, tum- 
bling 8% to 128p in 17m 
traded, the heaviest Footsie 
volume of the day. 

The news from France 
that Aerospatiale is to merge 
with the defence . side of 
LagardSre pushed UK 
defence sector consolidation 
back to the top of some 
investors the agenda 

The deal is widely seen as 
opening the way to the long- 
mooted merger of British 
Aerospace, Aeros patia le and 
Daimler-Benz Aerospace. 
BAe rose 16 to 486p. 

Elsewhere among engi- 
neers, C o o toon came in fora 
renewed downgrade after 
(fire interim results. Hender- 
son Crosth waite cut its fore- 
casts far the second Hma in 
two weeks, moving down to 
pre-tax profits of £17Qm for 


this- year from £lB5m and 
suggretihg that "the shares 
could drift lows”. 

The stock, heavily traded 
in. 16m shares, ended off 20 
at 180V*. 

Among transport stocks, 
BAA added 3% to 6T9p ahead 
of Monday’s first quarter 
results with traders said to 
be pushing the utility-style 
defensive qualities of the 
shares. Ocean Group, which 
puts out interim figures next 
Thursday. lost 23 to 722V4p. 

Stagecoach, hit by a bro- 
ker downgrade at the start of ' 
the week, rallied modestly, 
adding 8 to £iiS5p, com- 
pared to the £lSJ0p that the 
stock stood at last Friday. 

The bearish broker, 
thought to be BT Alex 
Brown, was said to have 
switched from, “buy" to 
“hold" given five years of 
strong outperfonnanca for 
the shares which were 
floated in the spring of 1998 
at 112p. 

Building, materials shares 
took a couple of direct hits 
yesterday. A top broker cut 
its earnings estimates for 
BMC and there was bad 
news for the sector further 
down the size scale in the 
shape of a profits warning 
from imeshalL 

Goldman Sachs reduced * 
earnings forecasts for RMC 
by per cent for this year 
and by almost 5 per cent for 
I999.‘ At' the close of a busy 
session, the shares were 13 
lower at 922p. Bine Circle 
came off 5 at 329pi. 

Lilleshall fell 24% to 69%p 
after warning of weak profits . 
fix* tins year as a result of 
disappointing trading in win- 
dows and conservatories. 
BPB shed 19 to 328p. 

Oil giant British Petro- 
leum moved against the 
market trend adding 6 to 
846Kp as JP Morgan, which 
has Initiated coverage of the 
stock, urged investors to 
“buy” the stock. Analysts at 
the investment bank set a. 
12-18 month price target of 
00-50. . 
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When Unilever wanted to automate for 
high speed production for Upton, 
Rockwell was their cup of tea. 
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Poor earnings bring investors down to 



EMERGING M ARKEf:fdCOS 


WORLD OVERVIEW 


After an overnight shock 
from the threat of a down- 
grading of Japan’s credit 
rating, investors were 
brought rudely back to fun- 
damentals yesterday as a 
number of poor earnings 
reports and forecasts sent 
stock markets lower in a vol- 
atile trading day. writes 

Vincent Boland. 

Boeing, the US aircraft 
maker, BMW, the German 
luxury car group, and the 


UK’s Imperial Chemical 
Industries, an posted disap- 
pointing earnings figures, 
with ICI warning that the 
strength of sterling would 
lead to lower full-year profits 
than analysts had pencilled 
in- 
coming on top of the lat- 
est reservations from Alan 
Greenspan, chairman of the 
Federal Reserve, on high US 
stock prices, these figures 
contributed to a decidedly 
gloomy mood and put paid 
to signs that Wall Street 


might extend its brief 
opening gains. 

Analysts said the underly- 
ing tone of the markets was 
generally positive but very 
sensitive to blips In 
earnings. 

Asian markets were 
hammered by the announce- 
ment from Moody’s 
Investors Service that it had 
put Japan's sovereign credit 
rating, currently the highest 
possible at Aaa, on review 

for a possible downgrade. 

Japanese shares, already 


depressed by political wor- 
ries, largely shrugged off the 
news and fell by just over 05 
per cent, but other Asian 
markets tumbled. South 
Korea was worst hit, falling 
5.7 per cent, while Bong 
Kong shares dropped 23 per 
cent 

The Asian equities team at 
Goldman Sachs said it 
remained -underweight in 
Asia (ex-Japan), saying it 
needed to see a pick-up in 
Japanese growth, firmer 
growth in China, a stabilisa- 


tion in regional economic 
growth, especially in the 
crisis-hit economies, more 
structural reforms, and com- 
pelling valuations. 

“Progress is evident on 
most fronts but it is not.yet 
sufficient across the board," 
Goldman wrtfl- ■ 

Asia's jitters set the tone 
for a poor start an European 
Tnarkpts and a brief rally on 
the back of a big restructur- 
ing of the French defence. 
Industry, well received by 
analysts in spite of doubts 


about whether Fr anco w as 
going for enough to privatise 
the sector, was undenaJboad 
by BMW. and ICI ... 

Paris managed a 0.4 per 
cent rise' but was alone 
among the iwwfaig European 
bourses to remaining in posi- 
tive territory at t be (dose of 
trading. - . 

In Frankfurt, German 
shares sided down &8 per 
cent; the FTSB 100’ index in. 
London shed OJS per cent, 
while Milan shares fen 0.1 
per cent- 



to speculators 


Indonesia'# stock market 
continued yeattflrayto give 
back some of the 20 per cant 


Alt houg h roe recent rally 
has partly been supported by 
signs that President B.J. 

Habibie has consolidated hi* 

ho l d ob‘ power anddhtatoed 
support from the Interna- 
tional Monetary Fund, 
trades tune attributed the 


Dow drops 
back through 
9,100 level 


Merger lifts defence groups 


market's rise to speetdatty* 
buying and other external 
factors rather tba nstea sofa. 1 
real eeanondc recovery. 
Jakarta's index -boyars 


EUROPE 


AMERICAS 


US equities lost ground in 
morning trade as blue chips 
were dragged down by a 
steeper fall In second- 
quarter profits at Boeing 
than Wall Street had expec- 
ted, writes Jonathan Robin- 
son in New York. 

By early afternoon, the 
Dow Jozies Industrial Aver- 
age was down 57.93 at 
S.070-98. continuing the 
week's downward trend after 
last Friday's record. 

Other indices also slipped, 
with the Standard & Poor’s 
500 down 8.06 at 1,156.02 and 
the Nasdaq Composite fall- 
ing 7.04 to 1,962.71. 

Boeing’s stock, responsible 
for the early slip in the Dow, 
tumbled $&£ to $42 after the 
aircraft manofacturer 
reported oaminp; one cent 
per share below estimates 
and offered a projection for a 
slower recovery than previ- 
ously expected. 

The telecommunications 
sector was lifted by positive 
earnings announcements 
from three taipflnms giants . 

AT&T, reporting earnings 
a penny per share above esti- 
mates. rose $1% to $59%, 
while WorldCom, also beat- 
ing estimates bv one cent, 
climbed to $56&. up $1%. 
Md surged in the wake of 
Worldcom’s success, rising 
«2fi to $68%. 

Positive earnings reports 
caused other shares to climb. 
US Steel beat expectations 
by 3 cents a share, lifting its 
shares $1 to $309- Mean- 
while, 3M and Maytag; two 
diversified manufacturers 
whose quarterly results were 
also above estimates, rose 


$% to $799 and $A to $46%, 
respectively. 

Colgate-Palmolive, pro- 
ducer of household and per- 
sonal care products, also 
reported better earnings 
than expected and enjoyed a 
$2£ increase to $96%. 

Chrysler climbed $1& to 
$59% on the expected news 
that the European Commis- 
sion had approved its merger 
with Daimler-Benz. That was 
against the trend in the 
automobile sector, with GM 
dropping $1% to $70% and 
Ford down at $59%. 

Computer Associates, 
which tumbled 31 per cent 
on Wednesda y as it blamed 
weakening sales on the 
Asian economic collapse, 
recovered some of the lost 
ground, rising 6 pea- cent or 
$2* to $41*. 

Allstate, downgraded yes- 
terday by T^hman Brothers 
in spite of reporting earnings 
in line with expectations on 
Wednesday, fell $1% to $47%. 

The retail sector was 
broadly weaker, with Sous 
Roebuck sliding $1* to $55%, 
in Spite Of pasting warnlngc 
ahead of expectations. 
Nordstrom fell $2% to $32%, 
JC Penny lost $2% to $62* 
and Saks Hnlitinp gave up 
$1% to $25%. 

TORONTO was 1 per cent 
easier at midsession on 
lower earnings reports in 
various sectors, falling val- 
ues fen- golds and copper and 
further weakness in the 

Oanartian dollar which fell to 
a record low overnight. 

The TSE-300 composite 
index was 73.39 lower at 
757650 in light volume of 
29.1m shares valued at 
C$615.4m. 


Sao Paulo loses ground 


SAO PAULO slipped in early 
trade as the yen’s foil and 
weakness in Asia depressed 
sentiment. The Bovespa 
index fell 134 to 10,779. 

All eyes were on TelebrSs, 
ahead of its privatisation 
next week. The bellwether 
lost RSL80 to RJ137 on profit 
taking . 

Petrobrfis lost R$10 to 
RS268 while Eletrobr&s 
declined R$050 to R$3&20. 

BUENOS AIRES eased as 
investors held off on Asian 
jitters. The Merval index fell 
552 to 610.23, although senti- 


ment was firm following 
President Carlos Menem’s 
decision not to run in the 
199 9 pre side ntial elections. 

MEXICO CITY eased mar- 
ginally as worries over Asia 
offset a positive earnings 
outlook. The I?C index 
retreated 20.25 to 4£44J0. 

SANTIAGO firmed after 
Wednesday’s 1.5 per cent 
decline. The IPSA index, 
which was hit by a heavy 
sell-off in American Deposi- 
tary Receipts Issued by Chil- 
ean companies the previous 
day. edged up 0.16 to 9L50. 


Shares in European defence 
groups were marked higher 
on news that the French 
government was to merge 
state -owned Aerospatiale 
with the defence interests of 
Lagardfire, the private sector 
defence and publishing 
group. 

That raised hopes the pace 
of industry consolidation 
would quicken. Lagard&re, 
which peaked at FFr294J50 
after being suspended 
through th«» morning, closed 
up FFr17.90 or 6 JS per cent at 
FFr291.90 as investors dig- 
ested news of the alliance. 

Thomson-CSF rose FFr9.70 
or 4J5 par cent to FFr226 on 
speculation that it and part- 
ner Alcatel would eventually 
become part of a large Euro- 
pean grouping alongside the 
Aerospatiale/Lagarddre alli- 
ance. Alcatel gained FFr49 
or 35 per cent to FFr1,319. 

Dassault Aviation edged 
FFr2 higher to FFrL949 amid 
expectations that the com- 
pany would be sucked into 
the Aerospatiale-Lagarddre 
alliance at a later stage. 

Elsewhere In PARIS 
France Telecom put on 
FFr9.50 to FFr39490 after 
taking a battering since 
Monday’s annnnnrMiiwit of 
a capital increase and the 
sale of gmr*» mm«nf shares. 

Moulinex tumbled FFr830 
or 53 per cent to FFr139 
after it reported weaker first- 
quarter sales. Plastic 
Omnium, which specialises 
in bumpers and other motor 
parts, put an FFr30 to FFr885 
after the group reported a 
143 per cent rise in first-half 
sales. Other car stocks suf- 
fered farther losses after the 
government announced it 
would raise diesel fhel tax. 

The CAC-40 index recov- 
ered from a low of 4^2038 to 
close 15.77 higher at 4£35£9. 

FRANKFURT closed 
weaker after a session domi- 
nated by BMW and Daimler. 
By the end of electronic 
trade, the Xetra Dax *nd« 
was 37.29 lower at 6,043.82. 
BMW tumbled DM115 to 
DM1,705 as its six-months 
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earnings report failed to 
meet some expectations. The 
shares also came under pres- 
sure from news that its 
Rover business in the UK 
would cut L500 jobs. 

Daimler rose DM6.65 to 
DM182.90 as substantial 
switching was reported out 
of BMW. Analysts said inves- 
tors were attracted by Daim- 
ler chairman Juergen 
Schrempp’s statement that 
the synergy effects of the 
planned merger with US 
group Chrysler will be 
higher than expected, as 
well as by higher truck sales 
and the developments in 
E urope 's defence industry. 

ZURICH was lower for a 
second straight day as foils 
in Nestle and the two phar- 
maceutical majors, which 
account for about 50 per cent 
of the SMI index, kept the 
inripir under pressure. It fin* 
ished UL5 lower at 8^293. 

Nestle lost SFri24 or 3.6 
per cent to SFr3312 as the 
market registered disap- 
pointment with half-year 
sales growth of 5.7 per cent 

Roche certificates lost 
SFr235 to SFrl5,700 and 
Novartis SFr36 to SFx2,4S0 
after recent stro ng runs. 

Analysts noted that weak-, 
ness in cyclicals, suffering 
from the Asian crisis, pud 
Wall Street’s weak start, 
exerted downward pressure 
on the market ABB lost 
SFr49 to FFY2368 after its 13 
per cent rise in first-half 
profits proved at the lower 
end of expectations. UBS put 


Golds lead Jo’burg lower 


SOUTH AFRICA 


J ohannes burg ended weaker 
far a fourth consecutive day 
led down by easing golds as 
a recovering rand dulled the 
sector’s recent gloss. 

Analysts said that continu- 
ing high interest rates were 
also sapping sentiment, with 
investors dumping equities 


to pursue higher yields in 
the bond market. 

Golds fell 49.1 or 4JJ per 
cent to 9723 as Gold Fields 
tumbled R830 or 99 per cent 
to R2990. The overall index 
lost 81.6 to 7,119.8 and indus- 
trials feD 1023 to 8308.4- 

Johnnic was hard hit, los- 
ing R6.4Q or 93 pm* cent to 
R5330. 


Debt warning weighs on Tokyo 


ASIA PACIFIC 


News that Moody's, the US 
credit ratings agency, had 
put Japan’s debt on watch 
foT possible downgrade, 
along with concerns about 
the next administration’s 
economic policy, weighed 
heavily on TOKYO, writes 
Alexandra Harney. 

On the eve of the election 
for the Liberal Democratic 
party president, who will 
automatically become the 

next prime minister, Inves- 
tors were worried that a new 
administration’s policies 
would lead to restructuring 
in the banking sector. 

The Nikkei 225 average fell 
for the fourth consecutive 
day, dosing down 105.05 at 
16.188.01. having traded 
between 16,158.44 and 
16,320.53. Declining stocks 
exceeded winners by 785 to 
346 with 143 shares 
unchanged 

The Topix index of first- 
section issues slid 7.98 to 
1,249.87. Volumes were thin 
at 410m shares wrhjmgori 

Banking shares tumbled 
on growing anxiety about 
the next administration’s 
policy towards the financial 
sector. Long Term Credit 
Bank (LTCBX which fell ear- 
lier in the week below its 
face value, closed up Yl at 
Y5Q. Sumitomo Trust, which 
i s in merger talks with 
LTCB. lost Y6 to close at 
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Y469- Sakura Bank did Y2 to 
Y325, and the Bank of Tokyo 
Mitsubishi sank Y52 to Y433. 

Iron and steel issues, 
which have been heavily 
traded in recent weeks, were 
weaker. Nippon Steel was 
the most heavily traded 
share, felling Y2 to Y252. 
Kawasaki Steel, however, 
gained Y5 to Y258. 

Ishikawa Selsakusho, the 
textile machine manufac- 
turer that has soared 
recently on speculative trad- 
ing, picked up another Y27 
to Y540. 

In Osaka, the OSE Index 
fell 80.53 points to Close at 
17,131-45. 

SEOUL, lifcg much of the 
rest of the region, was 
shaken by Moody's 
announcement and the com- 
posite . index tumbled 


20.61 or 5.7 per cent to 34L46. 

Fears of a rallngB down- 
grade for Japan depressed 
the yen to the Y141 level 
against the dollar, which 
also hit sentiment. Overseas 
investors and local institu- 
tions were sellers, aithnug h 
net buying was reported by 
retail Investors. 

Kbrea Electric Power lost 
Wan850 or more than 5 per 
cent to Wonl6A00. Moody’s 
said it would cut the outlook 
of the group’s senior un- 
secured debt ratings. 

BANGKOK was hit by. 
heavy selling of banks and 
fina nce stocks which sent 
the SET index down 10.32 or 
3 j 6 per cent to 276JSQ. 

The reverb e rations of first-, 
half corporate losses, 
announced earlier in the 
week, depressed sentiment 

Thai Farmers Bank, the . 
most actively traded stock; 
fell BtiLSO to Bt30_25 while 
Bangkok Bank fell Bt425 to 
Bt43. National Finance lost 
BtO30 toBtS^O, 

HONG KONG was dogged 
by the weak yea and doubts 
about Japanese reforms 
while renewed concerns 
about the Chinese economy 
sent China-related stocks 

t0D3bli&£a 

The Hang Seng index fell 
244.47 or 2.9 per cent to 
8J-7&25 but China-related 
stocks fell a lot harder. The 
H-share index dropped to an 
all-time low of 361.84 during 


the session, before Closing 
down 30J.4 or 7.7 per cent at 
36353. 

The red-chip Hang Seng 
China-Affiliated Corpora- 
tions index finished down 
37.37 or 4^ per cent to 730.78. 

MANILA hit Its lowest 
level in six months as 
regional worries com- 
pounded concerns over the 
government's handling of its 
economic situation. The 
composite index fell S3.S9 or 
2 per cant to 1,678.16 

Manila Electric, the power 
distributor, lost 4 pesos to 
10Q pesos while Ayala 
declined 0.25 pesos to 10 
pesos. • ■ 

KARACHI rebounded from 
early lows on speculative 
demand sparred by news 
-that. US and Pakistani offi- 
cials had concluded a round 
of what they called "substan- 
tive and constructive’' arms 
control talks and agreed to 
meet again in about a 
month. 

The KSE-10G index fin- 
ished 25.70 or 2.9 per cent 
higher at 92L46 

BOMBAY Ml prey to wor- 
ries about the yen, .and was 
further unsettled by sales by 
foreign funds and poor first- 
quarter results from the 
country’s largest private sec- 
tor steel manufacturer, Tata 
Iron and SteeL The BSE-30 
index finished 11681 lower 
at 3,227.52 as Tfeco lost 
Rs9J90 at RsW.10. 
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on SFr9 to SFr6S7 and Swiss 
life SFrl3 t o SFtljOS. 

AMsranTiAW and as cor- 
porate results announce- 
ments revealed the effects of. 
Asian, tnunofl, the atct 
index declined 17.82 or 1-4 
per cent to L28O06. 

Philips fell FI 420 or 2.4 
per cent to FI 17L30 after the 
electronics group said t he 
impact of Asian economic 
woes was greater than 
expected, ft announced a 23 
per cent famenot in second- 
quarter profits, but Jitters 
offset the positive-impact. 

Asian worries also 
depressed ASM Lithography, 
the semiconductor equip- 
ment maker. The shares 
plunged FI 7 JO or over 11 per 
cent to F15GL50 as the com- 
pany said its 1998 results 
would be substantially lower 
thaw the p r ev i o u s year Him 
to Asian demand and the 
pom outlook for the sector. 


KPN, the telecoms group, 
rose F124D or 3 ptir ant. to 
FI 96i>0 on continued posi- 
tive effects of the recent 
divestment of its postal arm. 

A rally in banks and Rep- 
sol, the oil group, pushed 
MADRID higher, with the 
general index up 448 or 05 
per cent to 924JXL. 

Bullish first-half eatning a- 
lifted BBV Pta45 to Pte2&5. 
Other banks were also 
higher with Santander 
adding Pta20 to Pfca4450 and 
Popular PtaMO to Ptal%220. 

Repsol gained PtalSQ to 
Pta8,44Q an expectations of 
strong first-half earnings. 

Endesa, tiie electric utility, 
lost PtafiO or 1.7 per cent to 
Pta3,40G on speoflatton first 
half results jnay d is a p p oin t. 

MILAN dosed fiat, paring 
early losses, with the Mflttd 
index felling 29 to 25,402. 
Utilities were higher with 
AEM up L107 to -L&249 and 
Edison L640 to L16.725. 
Banks also gained ground. 
Gredtto ftahano rose L429 to 
LKU76 and Banca dl Roma 
gained LlOO to L4.197. 

STOCKHOLM closed -mar- 
ginally higher after 1 a vola- 
tile day. with option&retated 
selling dominating activity. 
The general index rose 1482 
or 0.4 per cent to 3,809.65. 

Telecom stocks gained 

flw n in H whoaH of fijefr first 

half reports. Ericsson was up 
SKlSJD to SKx256£0. 


Margn, Rnfiro Tetunoo and 


around 480 to 490, co m pared 
with 400 in midt-June, a. lew 
of ssoih thebegtetfngot^e 
year and a high of 5» to 
.early April- ft slipped 925 or 
U91 per cent y e st erday and 
analysts expect a further 
stole next week. 

"Perhaps the market 
picked qp too quickly* said 
David Chang, head- of 
research at Trfanegah Securi- 
ties. There" are not really 
any fundamental improve- 
ments." Indeed, as fears of 
new unrest have spread with 
the economy's continued 
fledtaa, Investors have kept 
away and the value of daffy 
trade remains below $l50m. 

- Some todmesfeh exporters 
have benefited from a depre- 
dation in the rupiah. 

HM Sampoema, the ciga- 
rette manufacturer, for 
example, repeated an .unex- 
pected rise to first-half sales, 

. sparking a rush on its stock. 

However trading has bear, 
short term. Wheat the reqdah 
strengthened' last week, 
investors took profits. Jitters 
In Tokyo and talk of an 
interest rate increase to the 
U&h&vBnto had much mare 
of an Impart an the market 
than they would have to 8 * a 
year ago. 

Other shares have pMwi 
up to rumonxMhlveu trade. 
Semen Gresflc, the partially 
privatised cement ndH, rock- 
eted when news leaked -out 
of a possible cocntwtdd to 
that of Cemex of Mexico 
which had been named .as. 
the preferred bidder. 

The go vernment's success 


jtostoarttaga serious bkfefer 
for tts. first privatisation this 
year boosted interest in 
other c o m pani es the state is 
selling et£ auefc aft two 
partia lly p r iva tised mining 

fl Bgn lB, Amdfra Tumfamg 

mmI Tuabang TUnah. 

Aneka Tambang, which 
reported a lOJbH increase to 
net profits for the first half 
of 1998,- feid earlier this 
week that five foreign 
investors had expressed 
interest - > 

But when nfWHjftfl indi- 
cated they . had not yet 
decided how much of Anal* 
T ambang to seD, mining 
stocks sBpped batik agate • " 

“ft fa very speculative, this 
raUr.” one analyat said. 
“Everyone knows the bad 
-news. If it gets a Bale better, 
or than are. a few points at 
light, shares can react very 

quickly.’ 

Much of the buying to the 
market has bean led by local 

1 ~ — >. — — j ^ 

iSraton wrd mrasi Zuztos 
mostly gfatoHned. Mr Chang 
says pmision funds had 
remained active because, 
they could not go off-shore, 
■While retail to vestnra, fearful 
of investing to their own 
hnsfaiawes after last May’s- 
riots,'. atSH. -accounted for 
amaH ' viffome but were 
active. 

They still have spare 
cash, and a lot of spare 
thne,* Ifr Chang sate “it’s 
Hke goirgg to tifa castoft". 



Sander Thoenes 


This notice is ssued in compllanGe with the requirements of the London Stock Ektongp Umfted (the 
“London Stock Exchange”) and appears as a matter of recprtioniy foUcwing pubijratioh of a prospectus 
and fisting particulars (the “Document”) relating to a rights issue (“Rights iss*")-of.ite»cufHi loan stock 
(“Stock Units’) in the capital of JJB Funding limited CUB Funding”) convertible into preference shares of 
UB Funding (“Preference Share”) which will be immediately exchanged for-new ordinary shares of 5p each 
in JJB Sports pic (“New Ordinary share - ) (as referred to bekw^;tiie^ ^proposed^ ^Aafoiaton'(as rteffned in the 
Document) of Sports Division and issue of conaderaition shares (“Consideration Shares'). It does not 
constitute an offer or invitation to any person to subscribe for or, purchase any securities. 


Application has been made to the London Spck Exchange tor admission to the Official List of the New JJB 
Sports ptc Ordinary shares. Consideration Shares and the Stock Units to be issued pursuant to the proposed 
Rights Issue (as defined in the Document). 


The Rights-lssue is not being made directly or indirectly into the United States, Canada, Australia or the ’* 
Repuhfic of Ireland and the Document and the related Provisional Allotment Letter (as defined in the 
Document), subject to certain exceptions wiH not be mailed or otherwise distributed or sent in, into or from 
the United States, Canada. Australia or the Republic of Ireland. • 


It is expected that admission will become effective and dealings in the Stock Units, nil-paid, will commence 
on 11 August 1998. Dealings in the Stock Units, fully paid ’are expected to commence on 2 September 
1 998 and dealings in the New Ordinary Shares and Consideration Shares are expected to commence on 9 
September 1998 and 8 September 1998, respectively. 


JJB Sports pic 

Oncorporated in England and Wales with registered number 1024895} 


Application for fisting of 25,433,233 New Ordinary Shares 
and 8,771,128 Consideration Shares 


JJB Funding Limited . 

Oncorporated In Jersey wtth registered number 72095) 


Application for listing of 25,433,233 Stock Units 
at a price of 440p per unit 


in connection with the proposed Rights Issue 
and Acquisition of Sports Division 


Sponsor 


Warburg Dillon Read 


JJB Funding pic is raising approximately £105 mill/on (net of expenses) by way of an offer to the hoktere of 
Ordinary Shares of Javefin pic where names appear on the register as .at 3D July 1998 (“Existing Ordinary 
Shares^ of 7 Stock Unit for every 25 existing Ordinary shares. Conversion will be effected, as set out in the 
Document by the conversion of each.Stodc Unit into one Reference share and toe immediate and 
automatic exchange of that Preference share for one New Ordinary Share on completion of the Acquisition. 
"The obligations of JJB Funding Limited in respect of the Stock Units have been guaranteed unconditionally 
and irrevocably by JJB Sports pk. . : 


Copies of the Document published on 23 July 1998 may be obtained during i normal bus’ness. hours for a ' 
period of two business days up to and including 25 July 1998 from the Company Announcements Office ’ 
London Stock Exchange Limited, Old Broad Sheet London. EON 1HP (for collection only) and on any " 
weekdays.(Saturdays. Sundays and pdbfc holidays excepted) up to and including 7 August 1998, from; 


. Warburg Dillon Read 
1 Finsbury Avenue . 
London, EC2M2PP 


JJB Sports pic- 

Martiand Park, Challenge Way 
Wigan . 

Lancashire, ,WN5 OLD 


24 July 1998 



faiBS i 


- *.-■ 



Vm East Timor 


,, » * 

. ’ 

is:-*-'- 

m T"0i m . 

V'"-': . - 1 - 
- 

^I.T . 





. ai W.'vn.‘ -~a , 


■£* .. 


~v r - ’nqrT'' 




A 





